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PROPOSALS TO AMEND THE POSTAL REORGANIZATION 
ACT OF 1970 

TXTESDAY, JtTLT S,  1974 

U. S. HorSE OF TiEPnESENTATIVES, 
COMMITTEE OX POST OFFICE AND CIVIL SERVICE, 

SUBCOMMITTEE ON POSTAL SERVICE. 
Washington, D.C. 

The siibcommitteo met at 9:30 a.m., in room 210, Cannon House 
Office Building, Hon. James M. Hanley (chairman of the com- 
mittee) presiding:. 

Mr. HANLEY. Today we began hearings on H.R. 15511, a series 
of amendments to the Postal "Reorganization Act of 1970, which I 
recently introduced. Tlie hearings will also cover any other proposals 
for amendments which witnesses may wish to offer. 

For the past 18 months, the Postal Service subcommittee has con- 
ducted a series of hearings and studies concerning various programs 
of the Postal Service. These studies have indicated many areas oi 
possible amendments to the law which established the Postal Service 
in 1970. 

I would like to emphasize that I have offered these amendments 
in the hope that they will engcndej' meaningful debate on some of 
the crucial Postal Service issues. Also. I should make clear that this 
initial effort .should not be considered all-inclusive. I have placed 
language in the bill primarily for the purpose of debate. I expect 
that at the conclusion of these hearings, much of the language and 
perhaps some of the concepts, will undergo redrafting in order to 
attempt to achieve a broad consensus necessary for effective con- 
gressional action. 

I believe that much consideration should be given to the first of 
these amendments, in which T propose that the Postal Service re- 
ceive a substantially increased subsidy in recognition of its broad 
public service function. This subsidy would be annually authorized 
by Congress. The rising cost of postage has shown us that we cannot 
have efficient postal service at reasonable cost to the user unless we 
provide funds to the Postal Service to defray its public service costs. 
The Postal Reorganization Act anticipates a gradual reduction of 
subsidies. Therefore, I am proposing that the Postal Service be 
reimbursed for an amount up to 20 percent of their total operating 
expenses for the immediately preceding fiscal year. 

The legislation is simple, but highly significant because it requires 
the Postal Service to be accountable for its expenditures and will 
enable Congress to keep a closer check on Postal Service functions. 

By passing the Postal Reorganization Act of 1970, we mandated 

(r. 



the separation of Postal Service matters from politics. We did not, 
however, abdicate our responsibility to the American people to over- 
see the functions of the Postal Service in order to assure that all 
people receive the best possible service. 

The second of these amendments would eliminate the break-even 
concept outlined in the 1970 act. I believe it is essential that we con- 
sider both the rising costs and the threatened decline in mail volume 
that is being incurred by the Postal Service. 

If we don't look at these problems, and if we continue to follow 
a hard line on the break-even concept, postage rates will continue 
to skj'rocket and noneconomic but important postal services could 
become a thing of the past. 

I am submitting several changes in the structure and operation 
of the Postal Kate Commission. The bill proposes that the waiting 
period before the Postal Service can put temporary rates into effect 
should be doubled and I have also provided that no temporary rate 
can exceed 10 percent of the current rate. I have placed language 
in the bill making the decisions of the Postal Rate Commission final 
and not subject to approval by the Board of Governors. This bill 
would require Senate confirmation of Postal Rate commissioners, 
and finally, that the Commission would present its budget to Con- 
gress annually without change by the President. 

H.R. 1.5511 would also place the Postal Service under the Ad- 
ministrative Procedures Act. It would amend the statutes governing 
the postal monopoly of letter mail to provide specific statutory ex- 
clusions for items which have been historically suspended. There is 
also a section in H.R. 15511 which would provide the right to 
transfer for an employee in the Career Postal Service to any other 
position in the executive branch after 1 year of service. 

Finally, H.R. 15511 would give the Postal Service the right to 
represent itself in court without prior consent of the Attorney 
Greneral. 

I have introduced this bill as a starting point for debate. The sub- 
committee has scheduled many days of hearings so that all in- 
terested parties can come and help refine these amendments and 
possibly offer additional ones. We will all come together for one 
reason: to improve through constructive legislation, the Postal 
Service. I am looking forward to the debate that I hope will de- 
velop in the discussion of H.R. 15511. 

I think it fair to say that though the Service is now 3 years old, 
much is left to be desired, and there are many reasons for this. I 
think that the program of public relations on the part of the USPS 
leaves much to be desired, so that the problem and the program itself 
has really not been placed in its proper perspective. We hope that 
these hearings will assist this problem. I thmk there is a general 
tendenc.y to oversimplify the curriculum and tasks associated with 
the administration of the U.S. Postal Service. 

Hopefully, these hearings will lead to some very constructive 
changes that will enable its administrators to have a better way of 
doing their job. 

I am going to call our first witness, a Member of Congress who, 
from the very beginning, has evidenced great interest in the U.S. 



Postal Service. I know that he was very reluctant back then to see 
the change that was effected by the Congress, and much of what he 
said prior to 1970 has proven true. 

The gentleman whom we are about to hear from I regard as one 
of the experts in the Congress on the Postal Service, though he has 
not served on this committee. It is a pleasure to introduce Congress- 
man Jim Wright of Texas. 

STATEMEirr OF HON. JIM WKIGHT, A U.S. KEPEESENTATIVE 
IN CONOBESS FROM THE STATE OF TEXAS 

Mr. WRIGHT. Thank you very much, Mr. Chairman. 
After that kind of introduction, I think I would be well ad^nsed 

to rest my case. I do appreciate the opportunity which you and the 
members of the committee have given me to testify in behalf of my 
bill and other similar bills that have been introduced to abolish the 
Postal Corporation and return the Postal Service to its former 
time-honored status as a function of the Grovemment directly 
answerable to the people's elected representatives in Congress. 

That is what I think ought to be done. 
Since our imfortunate experimentation some 4 years ago which 

turned this essential public service over to a semi-private group, 
somewhat self-isolated from the influence of the public, we should 
have had ample opportunity to reflect upon the effect of that de- 
cision. 

In these 4 years, the service has steadily declined, the delivery 
of mail has become slower and more impersonal, the user of first- 
class mail service—in other words the average citizen of this coun- 
try—has been repeatedly hit by increased postage rates and now 
pays about 66 percent more for the service than he paid in 1970. 

And, in spite of this, the Congress is still subsidizmg an enormous 
postal deficit with tax money, as the Chairman pointed out. 

In fact, if I am correctly informed, and I think the gentleman 
from Iowa agrees to this, the postal deficit for which we are being 
asked to appropriate some $2 billion this year is the highest in 
history. 

Honestly, I do not know what further evidence is needed to 
demonstrate that the abolition of a publicly-controlled post office 
department and the substitution of a private, semi-secretive board of 
directors not answerable to the public, was a colossal mistake—one 
of the worst mistakes Congress has permitted in my personal recol- 
lection. 

As if those facts were not enough, we also have witnessed a truly 
horrifying lack of regard for the public—including the arbitrary 
and unfeeling abolition of identifying community names in post 
marks, and an order on the part of Postmaster Greneral Blount that 
postal employees would not be permitted to answer questions of a 
Member of Congress, which I personally feel was a violation of their 
basic civil rights. 

Also there has been a cavalier disregard for other agencies of the 
Government exemplified by charging public agencies for use of 
space in i>ostal facilities, and a reported secret plan deliberately 



undertaken to slow down the delivery of first-class mail bj" discon- 
tinuing the sorting of such mail after hours. 

And that had the effect of slowing down the delivery of first-class 
mail. 

All of this amounts to a sort of public-be-damned attitude which 
should not be tolerated by the Congress of the United States. If we 
tolerate it further, the public might have just cause to consider us 
spineless. These may seem to be strong words—and I intend them 
to be—for they proceed from a basic philosophical concept of the 
role of the postal ser\nce in the life of the country. 

One of the byproducts of our unwitting change of 4 years ago 
has been a marked decline in the morale oi postal employees. And I 
think each of you is aware of that. No doubt others of you have 
received surreptitious comments from dedicated members of the 
Postal Service—half afraid now to speak to a Congressman—such as 
I have received. 

About a week ago I got a letter from a postal employee who was 
pleading for an opportunity to come to Washington on his ovm vaca- 
tion time iji order to talk with me privately about the deterioration 
in the Postal Service and in the morale of this once proud group 
of public employees. The following are a few excerpts from that 
letter: 

My father spent 42 years In the old railway mail service ... I liave a total of 
30 years toward retirement and shall (soon) be 50—so, you can understand 
that what I say or believe would hurt me If wrong people know that I was 
writing to yon with any type of complaint . . . The service Is not as it should 
be. The public is not receiving what they are paying for and. In general, they 
are being lied to about how good the service Is—Sir, I would like very much to 
get a chance to talk to you off the record ... I don't want to get myself in 
trouble but I am very much concerned about the postal service. 

Now. here is a man who at least believes, whether it is true or not, 
that if he brings these deficiencies of the Postal Service to the at- 
tention of a Member of Congress, he is subjerling himself to dis- 
missal. 

As I said earlier, my personal concern stems from a very deep 
philosophical belief in what the Postal Service should be. 

The post office has one purpose in being, and one purpose only— 
service to the people of the United States. 

From its very beginning, the post office has existed not to make 
money but to serve people ... all of the people . . . from the biggest 
business in the most crowded city to the humblest farmer in the 
most remote wilderness. 

That is its function. It always has been. 
Of all the institutions of American life, the post office promotes 

the most humanizing and most ci\nli55inir activity of all . . . the free 
flow of personal communications. Without this, the word "De- 
mocracy" would have an incomplete meaning. 

Tlie post office is the oldest of Government functions—and the 
most personal. Before the writing of the Constitution, the Conti- 
nental Congress authorized money for "post offices and post roads." 

The Founding Fathers did not ask whether this service would 
return a profit to the Government. 



They no more expected the post office to return a profit than they 
expectied the Army and the Navy to return a profit. 

They knew it would not do so, except in the incalculable dividends 
of nationhood—the promotion of commerce and public enlighten- 
ment, and the invisible ranks of national unity by which the people 
were able to tie themselves together into a nation. 

Without the postal service there could have been no Nation—only 
a disconnected scattering: of isolated settlements. 

If profit had been the motive, post roads beyond the Shenandoah 
would never have been built, and the Ohio and Tennessee Valleys 
quite possibly never would have been settled. 

If profit had been the motive, the Pony Express never would have 
extended the long figures of civilization beyond the Mississippi. 

If profit had been the motive of the postal service, hundreds of 
thousands of small businesses would have been stymied at birth by 
prohibitive postage rates. They never could have grown to medium 
and big bxisinesses and the American economy would have been still- 
born. 

Today the delivery of mail is the life blood of business, and 
practically ever}' business in America is geared to its dependable 
flow. 

No other function of society comes into such constant daily con- 
tact with the average citizen. All of us depend upon it, and it should 
belong to all of us—not to a corporation, not to some appointive 
board, but to all of the people. 

Only the Congress can bo truly responsive, responsible, and 
directly answerable to the people. Only Congress can keep this 
Service responsive to the piiblic needs and the public desires. There- 
fore, the Congress should regain the direct control over the operation 
of this activity so vital to the public. 

That's the way it always was in this country, for almost 200 years, 
until Congress abdicated its historic authority over this public func- 
tion in the so-called Postal Reform Act of 1970. 

The advocates of change managed to reverse this most basic, 
fundamental and time-honored concept. Instead of a public institu- 
tion directly responsible to the people through their elected repre- 
sentatives, we now have a closed corporation privately responsible 
to a board of directors in whose selection the public has no choice. 

Instead of glorifying service, they seem to glorify profit for the 
bondholders. Instead of expanding and improving service for this 
expanding Nation, they restrict and curtail service. Instead of going 
forward, they go backward. 

Already the Postal Service Corporation is in the process of deni- 
grating service. The number of daily mail deliveries has been re- 
duced, the expeditious delivery of mail has been retarded, and the 
cost of postage has increased. 

This IS not forward movement. This is backward movement. 
Higher rates for less service—that is exactly what it boils down to. 
And to make sure they get it, we assented to taking the primary 

decisions on postage rates and postal salaries and postal service out 
of the hands of Congress and placing them in the hands of a corpora- 
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tion, with the people's elected representatives reduced to merely 
rubber-stamping the decisions of the corporation. 

I don't know whether you fellows like it. I don't like it. 
The former Postmaster General, Mr. Blount, defended this elabor- 

ate scheme under the grandiose slogan of "taking the post office out 
of politics." 

Apparently he thought the legislative branch is prone to politics 
and the executive branch is immune. 

Or perhaps he regarded the motives of elected officials as suspect 
and those of appointed politicians as pure. 

But let us be perfectly clear about one thing: He did not take 
it out of "politics." He simply usurped one longstanding Congres- 
sional prerogative and abrogated it to the executive branch. 

As one Member of Congress, I never coveted the responsibility of 
choosing postmasters. That task is not my idea of a political asset 
nor a pleasant chore. Each time you made one applicant happy, you 
offended 10 others, each of whom was absolutely certain in his own 
mind that he was better qualified than the person selected. 

But if postmasters are to be chosen by some public official, it 
seems to me much better for that to be a local official, responsible to 
the local public and familiar with the personality and qualifications 
of the applicants, rather than by an appointive political person in 
Washington. 

I dislike being critical of the Administration. I want to cooperate 
with it in every way possible. I do not want to throw rocks in its 
path, I want to be part of the solution, not part of the problem. 

But I for one cannot willingly acquiesce to so radical a change as 
has come about in the basic philosophy of public service. 

If there is any function of government that is public service and 
ought to be public service, I think it is the post office. 

I cannot acquiesce in substituting profit in the place of service. 
I cannot willingly acquiesce in removing from Congress the re- 

sponsibilities for postage rates and postal service and placing these 
responsibilities in a semiprivate corporation. 

Mr. Chairman, much has been said about the executive usurpation 
of Congressional powers and responsibilities. 

Here is a case where we knowingly gave them away. 
If we have any regard for th6 wishes and convenience of the 

American public, I think we should act now to take them back. 
That is my statement and if there are any questions I might 

answer, I will be glad to attempt to do so. 
Mr. HANLET. I thank you very much. Congressman Wright, for 

what I knew would be an excellent statement, and in all sincerity, I 
say that I regard you as one of the most competent, dedicated, ob- 
jective Members of the House and if you did not see within the 
structure something that was wrong, you would not be taking the 
time from your busy schedule to appear here this morning. 

So on behalf of the committee, I express our gratitude for your 
very keen interest and your willingness to assist us in getting the 
train back on the track, so to speak. I can only conclude on the basis 
of what you have said here this morning that the general attitude 



throughout your constituency is one of unhappiness with regard to 
the U.S. Postal Service. Would that be a correct assumption? 

Mr. WRIGHT. Yes, Mr. Chairman, that is a correct assumption. We 
have in my community probably one of the most dedicated post- 
masters anywhere. He is a career postal servant. He is a man who 
worked himself up through the ranks. After entering the Postal 
Service as a mail carrier, he finished college and got his degree. 
Slowly, but very surely, by active work, he worked his way up to a 
position where he was appointed postmaster when a vacancy oc- 
curred. 

It is one of the most popular appointments that ever occurred in 
our area. He is working very hard to make the thing produce service 
for the people. But the service itself is very unpopular. People 
realize they are paying more money to mail a letter and that is not 
getting there as quickly as it used to. They have been offended by the 
fact that the public's views were not taken into account when the 
postmark was removed from the letter, and an impersonal number 
was substituted, and nobody now can identify as to where the letter 
came from. They feel this has derogated some of their communities 
and the standing of those communities. They feel that first class 
mail users are being asked to subsidize other classes of mail, and 
that they are not getting their money's worth. They feel the mail 
has been slowed down. Each of them will cite numerous experiences 
of letters mailed to them in Washington, letters that did not get 
there for 6 or 7 days, and I can cite examples of mail the other way. 
By and large, we are not getting mail through as rapidly as we 
were. I know there are a lot of reasons for that, including the 
enormous growth in the number of letters. But I do think the way 
to keep up with it is to turn it over to people who are not answerable 
directly to the Congress. 

Mr. HANLEY. Further, as I analyze your testimony, I am saddened 
to note that apparently there continues to prevail a reluctance on 
the part of postal employees to relate or communicate with you 
relative to their problems, you as their elected representative. Is 
this the case ? 

Mr. WRIGHT. That is absolutely true, and I daresay that it is true 
in most of your areas as well. They are scared to death. They think 
they are going to be fired or reprimanded if they tell me anything 
that they have observed that is wrong with the post office. The 
morale has declined. It used to be in my observation that the postal 
employees had the highest morale of anybody in government. They 
had a competitive attitude. They really believed the philosophy that 
the mail must go through, and neither snow nor rain nor gloom of 
night would stay them from the speedy completion of their ap- 
pointed rounds. They believed it. It was part of their makeup. They 
enjoyed being a part of a job. They do not feel that way any more, 
most of them do not. Most of the new guys coming on are not 
imbued with that philosophy. Those who remember what the post 
office was once still have a lingering sense of dedication. They tell 
me the people coming into the post office are taking the job and 
quitting as quickly as they can get a better job. They are not learn- 
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ing it to make a career out of it. I don't know how typical that is. I 
have no statistics that would bear it out or refute it, but I am telling 
you that that is what they tell me and they come around to me 
surreptitiously, because they are afraid that if it is discovered that 
they talked to a Member of Congress, their jobs would be in 
jeopardy. 

I think that is terrible. AVhen anybody in the United States is 
discouraged from talking with a Member of Congress about a prob- 
lem, that is a violation of his most fundamental rights. 

Mr. HANLEY. As you know, that dates back to the unconstitutional 
gag rule invoked by the previous Postmaster General, Mr. Blount. 
Subsequently, we have had the assurance that that gag rule has been 
put to rest, that a message has been transmitted to the troops where- 
as they are not to be denied the ability to communicate with their 
elected Representative to the Congress. We thought that to be a fact, 
so it is most disheartening to have you relate to us that this re- 
luctance continues to prevail. 

Mr. WRTOHT. Mr. Chairman, I am not certain that that is a fact. 
Undoubtedly, the Postmaster General, Mr. Klassen told you it is 
true, that an attempt has been made to tell the people the old order 
is out and no longer operative, but there still remains a reluctance, 
I suppose based on that, plus the feeling that Congress no longer 
can protect them, and if they get the axe, they have had it, and 
thej' do not have any champion they can come to in Congress to 
plead for reconsideration. And since the post office is not as answer- 
able to Congress as it used to be, I suppose there is some merit in 
that. 

Let me ask this question, Mr. Chairman, because I do not know 
the answer to it. At the time that gag rule was put into effect, there 
was also another injunction by which postal employees were in- 
structed, if a question came to them from a Member of Congress, 
that they must communicate that question to their public relations 
branch up here and let that branch answer the question rather than 
attempting to answer it themselves. 

Xow, has that been summarily taken off the books as well? 
Mr. HANLET. My vmderstanding is that it has been set aside, and 

if that employee has a problem, regardless of what its nature is, he 
or she cannot be denied access to his or her IVIember of Congress. 

I am advised that inasmuch as we are adhering to the 5-minute 
rule here this morning, I am advised that my time has expired. I 
want very much to accommodate the gentleman from Michigan who 
had a question at this point. 

Mr. FORD. Just on the gag rule. As you may recall, I offered an 
amendment to a supplemental appropriation for the post office the 
first year after Mr. Blount put the gag rule into effect and it was 
overwhelmingly adopted on the floor, indicating that we did not 
like this. Mr. Blount, in what I considered in my experience with 
him to be a characteristic pigheadedness or bullheadedness, chose to 
ignore it. He took the action by Congress as a challenge to his 
managerial position, apparently, because he hardened his position. 

We have been told that, since Mr. Klassen took over—and we 
believe that he has been sincere in trying to overcome a number of 
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these things—the rule is abolished, but unfortunately, there has 
not been a specific directive to go out in the form that says "As of 
this day, the rule has been abolished," and that also applies to the 
directive with respect to the chain of command for complaints. 

If you were to send a direct letter or inquiry, it is my imderstand- 
ing, to the postal corporation now, the postmaster would direct that 
Tou be told that there is no such rule being enforced, but there still 
is not any specific repealer on the books. In a large institution, 
whether it is an automobile corporation or a postal corporation, my 
suspicion is that mitil there is a specific repealer the employees are 
going to assume that, though they are being told it does not apply 
any more, since it has not been specifically repealed, it is probably 
thei)etter part of good sense to consider it still to be in effect. 

I don't believe that is what the postmaster intended to have 
happen, but we will get into that. 

Mr. HANLET. I thank the gentleman, and we will explore this 
matter on the occasion of the Postmaster General's testimony. 

With that, I recognize the gentleman from Pennsylvania, Mr. 
Johnson. 

Mr. JOHNSON. I have no questions. 
Mr. rL\NU,T. Mr. Ford. 
Mr. FORD. I would only like to say, Mr. Chairman, that I would 

like to associate myself with the remarks that the gentleman from 
Texas has used to describe the progress or lack of progress in the 
Postal Service under the new corporation. I would say only that 
that is the nicest way of saying "I told you so," that I have heard in 
a long time. I still apologize to Mr. Gross, on the floor, as you know, 
quite regularly, for the fact I left him after opposing the corpora- 
tion for a long time. I gave into the great reasoning power of my 
colleagues and voted for the corporation. I am not sure that it will 
not work, but I am persuaded that you have described our experience 
thus far. 

I have been impressed with the fact that its recent history has been 
improving. As one member of the committee, I have had the im- 
pression that the present Postmaster General does understand the 
necessity of not only having things done right but having them 
appear to be ri^ht out there so that the public can understand and 
for whatever it is worth, I have observed a change for the better. 

However, I think the legislation that the chairman has brought 
before us might provide Members of the House an opportunity to 
have the feeling that they are going to be consulted in a more 
regular way than they have been in the past. 

Like you, Jim, I agree that appointing postmasters is a very 
questionable honor to have. The degree to which we were held re- 
sponsible for every little decision was sometimes unpleasant. My 
district is very much to Detroit as yours is to Fort Worth. The 
post office and the people in the post oflSce have somehow lost 
their identity as the ambassadors of the Federal Government in 
these small communities. Theie is now an impersonal sort of reaction 
to questions from the businessmen and so on. The businessman 
used to know the postmaster because, for the most part, he was 
either a businessman like him before he became postmaster, or 



10 

started acting like one soon after the appointment. Being the first 
man who bought the Girl Scout cookies, and so forth is very much 
part of it. Now, he is becoming like a supermarket branch manager 
who may not even live in the town where he is acting as postmaster. 
lie has little or no chance of knowing the local businessmen, so he 
does not know who the wheels and who the movers and the shakers 
of a little town are. 

One of the reasons that people prefer to stay in smaller com- 
munities is that they do have an interest in their business and com- 
munity, and they expect that the ambassador of the Federal Govern- 
ment will recognize them as VIPs. Unfortunately, I am acquiring 
more and more postmasters who do not understand that. So we have 
really lost something, and maybe we can get it back. 

You appreciate the fact that while you could have been saying 
"I told you so," to the members of the committee, you were con- 
stantly approaching people like me on the committee with positive 
and constructive suggestion about how we might make things better 
and I look forward to working with you in the future on this legisla- 
tion or anything like it. 

Mr. WRIGHT. Thank you. 
Mr. HANLET. Thank you, Mr. Ford. 
Mr. Gross. 
Mr. GROSS. Thank you, Mr. Chairman. 
I want to commend the gentleman for his statement. I can agree 

with practically all of it. Also, I want to say that this is the first 
opportunity I believe I have had on the public record to commend 
him for his original opposition to the so-called Postal Reform 
legislation and his continuing opposition. 

I also believe he would be willing to join with me in accepting 
the return of the "sinner" from Michigan, who has hit the sawdust 
trail and has seen the light. 

Mr. WRIGHT. I accept the absolution of sins. I would gladly ex- 
tend it to my colleague. 

Mr. GROSS. I thank the gentleman. That represents my sentiment 
as well. 

I believe I had had the opportunity during that rather bitter fight 
on the House floor to help prepare the wording for the motion to 
strike the enacting clause which the gentleman from Texas offered. 
We did our best to defeat it. 

Mr. WRIGHT. I think that was the best amendment that was offered 
to that bill that day. 

Mr. GROSS. At any rate, what would be your suggestion with re- 
spect to a return of the postal operation to the purview of the Con- 
gress ? Would it be a return to the old system, or Congressional veto 
power based upon the new concept ? 

Mr. WRIGHT. Mr. Gross, I guess I want to leave that kind of 
decision to the members of the committee who are a lot more 
familiar with the Postal Service than I am. 

My idea simply is to abolish the Postal Corporation, to repeal the 
law by which it was created, to return the Post Office to a department 
of government and the Postmaster General as a member of the 
President's Cabinet, with questions of postage rates returned to the 
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hands of the Congress, and simply resume the operation of the Post 
Office Department as a fully functioning agency of the Grovemment 
of the United States responsive and answerable to the Ckjngress of 
the United States and through them to the people of the United 
States. That would be my solution to it. 

Mr. GROSS. I started out to support reform but on a much more 
limited scale that would have given the Postmaster General and the 
top layer of executives in the Post Office Department long tenure. 
The reform I suggested stopped far short of the corporation idea, 
and far short of stripping Congress from any oversight over postal 
operations. 

This is where I think the ball was fumbled and lost, in taking all 
oversight away from the Congress. I still believe, and I hope the 
gentleman agrees with me that it would be well to divorce the Post- 
master Greneral and the top layer of officials from politics by giving 
them long tenure in office. 

Operation of the Postal Department is a $12 billion a year busi- 
ness and it seems to me that it ought to be something other than a 
political revolving door. It cannot operate efficiently and well unless 
the administrative offices of the Postal Service are placed on a long 
tenure basis. 

Mr. WRIGHT. Yes, I would agree with the gentleman as to that. 
I definitely would agree. He has observed and I have observed, and 
other members of the committee have observed, in both Democratic 
and Republican administrations in the past that the Postmaster 
Generalship has been a plum. In one case it was awarded to the 
campaign manager of a successful presidential candidate. No doubt 
he was an able man but he did not know anything about the post 
office. He had no background, qualifications or experience to take 
over a public service enterprise of that enormity. 

Mr. GROSS. Nor did he have the time to do it. 
Mr. WRIGHT. He probably did not, if he was involved in con- 

tinuous preparation for the next campaign. 
I think the same syndrome applied there as has existed in our 

selection of Ambassadors. There is a tendency to select a fellow be- 
cause he is able to give a lot of money to one or another of the 
political parties. He did not know the location of the country to 
which he was being sent in some cases. He could not speak the 
language of the man in the street in the country to which he was 
sent, and therefore, was not a good Ambassador. 

In my judgment, I think it ought to have been a man who knew 
what he was doing, and I say the same thing of the Post Office, the 
Postmaster General. 

All this pious talk about taking it out of politics by which the 
advocates of this particular change simply meant take it away from 
the legislative branch and turn it over to the executive branch, was 
a bunch of hot air. You know there is no reason to believe that 
because a person is elected he is more subject to politics or less prone 
to unsavory influences than somebody who is appointed by the 
Executive, whether it be a Democrat or a Republican. That fellow 
is a political appointee. It does not make any diflPerences whether 
Congress has any control over it or not. If the President appoints 
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him, he is a political appointee and I would agree with the gentle-, 
man that it should be somebody who knows something about the 
post office and wants to make a career out of the post office. Pre- 
ferably, in my judgment, it would be somebody who has come up 
through the ranks and has demonstrated knowledge and dedication. 

Mr. GROSS. Of all the departments of government, I think one of 
those that serve us well is the General Accounting Office, the direct- 
ing head of which is the Comptroller General and he is appointed 
on a long-term basis. Whether he be Democrat, Republican or In- 
dependent, a Member of Congress can get equal and dependable 
service from the General Accounting Office and it would be my 
hope that in any reorganization, and I will not be around, ap- 
parently to see it, any reorganization of the existing postal setup, 
that it would be put on a basis of that type. 

Now, I do not suppose the gentleman has had time to devote much 
attention to the bill pending before us. H.R. 15511. 

Mr. WRIGHT. I confess that I have not. I am sorry I have not. 
Mr. GROSS. It provides for a 20 percent subsidy of the postal 

service and as the chairman said in his presentation, I believe, it 
continues the stretch-out of imposition of postal rate increases. It is 
a continuation in my opinion, in a large measure of what we already 
have, and I would suspect that the gentleman would not support 
this pending legislation. I certainly would not. It would take a lot of 
revision of tliis legislation to make any part of it acceptable to me. 

Mr. Chairman, I thank you, and I thank the gentleman from 
Texas. 

Mr. HANLET. Thank you, Mr. Gross. The gentleman from Texas, 
not Mr. Wright, but Mr. White. 

Mr. WHITE. You have probably had a number of the same ex- 
periences I have had. When would you judge the service of the 
Post Office Department or the Postal Service started really de- 
clining. When was it known to you? 

Mr. WRIGHT. In all candor, I have to say that it became known 
to me before we created the postal corporation, but the deterioration 
has proceeded rapidly apace since that time. 

Prior to that time, under Postmaster General Blount, the ABCD 
delivery service which guaranteed 1-day delivery within a down- 
town area was abolished. The twice-a-day delivery in the downtown 
sections was abolished and reduced to a once-a-day delivery. 

Those things happened before we took this drastic step, but since 
we have taken this step, and the post office has no longer been an- 
swerable to the public through its elected representatives in Con- 
gress, I have discerned a more rapid deterioration. 

Mr. WHITE. Would you say it is possible the deterioration prior 
to the creation of this corporation was a design to develop support 
by the American public for a change, and started with the as- 
sumption of the office by Mr. Blount ? 

Mr. WRIGHT. I do not know. That is conceivable. 
Mr. WHITE. I think this started in about 1968. 
Mr. WRIGHT. I think that is conceivable. I always hesitate to at- 

tribute motives to other people, though. 
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Mr. WHITE. I dont. I wondered if you had had the same experi- 
ence. 

Mr. WRIGHT. Yes, I began to get a lot of complaints about the 
Postal Service prior to that time and I'U tell you something else that 
happened which I think contributed to declining public support for 
the post office as it previously existed. 

This was the series of postal strikes and particularly the one in 
New York which was settled out by the Postmaster Greneral and in 
•which an agreement was made by the Postal Unions to support this 
proposition in exchange for a one-time increase in salary. They sold 
their birthright for a mess of potage, and I think it was a really 
spineless thing on the part of the Post Office Department to enter 
that kind of an agreement. 

The law .said that a postal worker could not go on strike against 
the Postal Service and that an employee who did so rendered him- 
self ineligible for reemployment. The law in my judgment should 
have been enforced. 

Mr. WHITE. NOW, going to the present, do you find a large seg- 
ment of the population m favor of the reversion of the Postal 
Service back to Congress, oi' some drastic change? 

Mr. WRIGHT. Dick, I can only answer for the people in my area. 
I have recently put out a congressional questionnaire, asking some 
twenty questions. One of those questions is this: I have not tabu- 
lated all of them but through yesterday evening—^let's see—Question 
11. "Should the postal corporation be abolished and Postal Service 
returned to control by the U.S. Congress?" 

In this instance, I have about 74 percent who say yes, and about 
19 percent who say no.The remainder do not express an opinion. 

Mr. WHITE. I would like to ask a question and see if you have had 
the same experience I had. Have you found many of the same people 
who importuned you to change to the Postal Service as it is now 
are the very same people who are now complaining about the serv- 
ice? 

That is, the ones who urged you to support the postal corporation? 
Mr. WRIGHT. Some of the business community urged me to sup- 

port the postal corporation. I don't think they knew what they were 
talking about at the time. I think they probably had been bom- 
barded by propaganda and I did not have an enormous number of 
them then urging me to do it but yes, some of those same people 
now are complaining bitterly about the decline in the service. 

Mr. WHITE. In my experience, the Postal Service at that time 
under Mr. Blount organized throughout my district—and I am sure 
because I was on this committee at the time—committees to cam- 
paign and urge the passage of this legislation. I note that these 
are the very same people today who are the most vocal in complaints 
about Postal Service. 

I have almost had an urge to thermofax their letters back in those 
days and send them to those complainers but I have not done that. 

Thank you very much. 
Mr. WRIGHT. Thank you. 
Mr. HANLEY. Thank you, Mr. White. 
Mr. Udall. 

37-485—74- 



Mr. UDALL. Thank you. 
I appreciate the candid statement my colleague, Jim Wright, who 

is one of the most able members of the House and a longtime student 
of postal affairs and critical of various postal administrations has 
made. 

First, I want to congratulate the chairman for this set of hear- 
ings for introducing the legislation that he has as a basis for dis- 
cussion. I think these hearings are important. I hope that out of 
them will come some very careful consideration by this subcommit- 
tee and the full committee, on where our Postal Service is and where 
it is going. 

I would like to address my friend from Texas. It has slipped into 
the lingo around here that we have a postal corporation. The fact 
is that there was an original proposal to set up a postal corporation 
and everyone keeps talking as if we had a postal corporation. 

The name of the entity which operates the Postal Service is the 
United States Postal Service and it is an independent agency of the 
Federal Government, having some of the attributes of a corporation, 
and it is somewhat like the Veterans Administration or NASA. I 
hear on the floor of the House every day and in this committee con- 
stantly, references to the postal corporation. We made a very con- 
scious decision 4 years ago when we were considering this legislation 
not to go the corporate route, because of a number of objections to 
it. It does have the independence that a corporation would have, 
but it is not technically correct in any sense to refer to this as a 
postal corporation. 

I do not know that I have any questions. I do want to make on© 
other statement. It has been almost 4 years since this legislation was 
signed. Those were great days, and I had high hopes, that this 
thing was going to be a model for the whole Nation. Her whole 
decline in municipal service, exists, as in the Postal Service, the 
garbage service, taxi service, train service and every kind of munic- 
ipal service in this day of inflation and higher prices and social 
problems. 

I must confess that I am very disappointed. I thought within 4 
years we would be a long way from where we are now. I have not 
seen the changes that I thought we would see. I hope we can find 
some answers. I think these hearings are constructive, and I for one 
am quite willing now to look at any idea that anyone has to suggest 
as to how we can improve the situation. 

I do not think my friend's answer, of going back to the old 
system is the right answer. I will tell him that, and then maybe he 
wants to respond. 

We look back to the good old days. The good old days weren't 
very good. If my friend's suggestion were followed, we would now 
have 12,000 Republican postmasters scattered throughout the United 
States; in my judgment, we would have to vote on the question of 
a 10-cent stamp and I do think the House and this committee would 
have agreed to the lO-cent stamp, and the result would be that we 
would be asked either to appropriate either about $5 billion dollars 
this year for postal deficits, which would not have been a very 
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handy thing to do, either, or we would have had to find the money 
someplace else. 

I remember one of my former colleagues on this committee when 
we had the glory of having an annual pay fight with the postal 
workers and we had the great glory and honor of raising rates 
every time we did that and this colleague came in here and he was 
for the highest rates anybody could propose, and then we came to 
title II of the bill where we were fixing the rates and he wanted to 
cut rates and go back to the 4-cent stamp. 

He was for low rates for the mail users and for high pay for 
workers. I am not sure Congress is ready to take back the responsi- 
bility, but I am ready to look at that option along with all the 
others and I appreciate the counsel my very brilliant friend is giving 
us on it. 

Mr. GROSS. Will the gentleman yield? 
Mr. UDALL. Yes. 
Mr. GROSS. Speaking of the Republican postmasters, that would 

have been the greatest exodus of Democratic postmasters since 
biblical times. 

Mr. UDALL. We would have had something a lot of them would 
not have liked if we had been going down this road the last 4 years, 
because they stopped making appointments when this legislation 
was introduced and well, I have said enough. 

Thank you very much. 
Mr. HANLET. Thank you, Mr. Udall, and the gentleman from 

Vermont, Mr. Mallary is next. 
Mr. MALLARY. I have no questions. 
Mr. HANLEY. Mr. Johnson? 
Mr. JOHNSON. I would like to ask Mr. Wright a few questions. I 

don't think you should leave this meeting with the idea that the 
executive is today appointing postmasters and postal workers and so 
forth. I would like to clarify that with you. 

Your postmaster that you have now, you say he is a career post- 
master. Would you know when he was appointed postmaster? 

Mr. WRIGHT. Yes, sir, I sure would. 
Mr. JOHNSON. What year ? 
Mr. WRIGHT. 1967. 
Mr. JOHNSON. The Democrats were in power then, were they not? 
Mr. WRIGHT. AS I recall, that is correct. 
Mr. JOHNSON. And he, no doubt is a Democrat. 
Mr. WRIGHT. To tell you the truth, I did not ask him, but I believe 

he is a Democrat. 
Mr. JOHNSON. My point is, under the old system, despite the fact 

that he was a great person, and let us say he was a Democrat and 
the Eepublicans were in power, or vice versa, he would not have 
been appointed. But under the present system today, if you have 
a vacancy in the post office in Fort Worth right now, the career man 
in that office, the man most qualified to be postmaster in Fort Worth 
will get that job. You won't have anything to say about it. Of 
course, the district director will have something to say about it and 
the most qualified capable person in the Fort Worth office would be 
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appointed postmaster, or if somebody in that post office just did not 
have tlie qualifications and ability to be postmaster, a qualified 
person from the nearest neighboring town would be brought in to 
be postmaster. 

I believe we do have a true career service today in the Post Office 
Department. Whether it is good or bad, I am not going to say but 
presumptively, there is no politics in it. 

Take my district, I have a country district and I have not had 
anything to say about appointing anybody in the Postal System 
since this law went into effect and of course, before that I did not 
either, because I am a Eepublican and we had a Democratic President 
and Senator Clark of Pennsylvania appointed all the postmasters in 
my district and I did not have anything to say about it, and by and 
large, the person appointed was a Democratic Ward leader or city 
chairman. 

It was not anybody from the ranks of the Post Office Department, 
or the system. 

Another thing, you say the morale is poor of the workers. I would 
think the worker with the knowledge that he is going to be pro- 
moted as a career worker and no longer subject to the whims of 
politics and they have already had their salaries raised 40 percent 
since 1970, and I can't see why morale should be so poor, as you state, 
in the Post Office Department with workers finally having some 
hope that they could get somewhere and eventually be the post- 
master. 

Mr. WRIGHT. Let me ask the gentleman from Pennsylvania. Do 
you know anybody who was fired from the post office because of 
his politics? 

Mr. JOHNSON. NO, once a fellow got into an office, he kept his job. 
But you had to be a Democrat under President Johnson or Presi- 
dent Kennedy to get a job in my district. The position was generally 
filled without any reasonable relation to the ability of this fellow. 
He might have been a good guy around town like you are talking 
about, but that was about the size of it. 

Mr. WRIGHT. I recognize the validity of some of the things you 
have been saying, Mr. Johnson. I don't think a postmaster should be 
appointed on the basis of a political affiliation. 

I was the one who recommended the postmaster that we have in 
Fort Worth and maybe that is one of the reasons I think he is such 
a great public servant. I think he is an able man but he was a career 
postal employee. I did not pick somebody who had been active in 
my campaign but someone active in the post office. 

I think that is what we ought to do. By doing that, I think I 
obviated the criticism that might have otherwise occurred, and I 
have to say that I received criticism on other recommendations I 
made in other post offices in my district. I don't covet the privilege 
of appointing postmasters and rural letter carriers but I do believe 
if some pereon is going to make that appointment, it might be better 
to have an elected person make that appointment, one who is re- 
sponsible to the people. It might be better to have somebody who is 
familiar with the local people and the personalities of the applicants, 
because the Postal Service is a service to the people and I think 
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the worst thing that can happen is to get some sour puss who does 
not care anything about maintaining good relationships with people, 
and I just do not believe a member of Congress would do that. He 
would be sill_v to do it. 

I think 5'ou ought to have someone who is well received in the 
community, who has a sense of community service, who is not, as 
our friend Mr. Ford suggested, like a branch manager of a super- 
market sent in from someplace else without any feel for the local 
mores and the local traditions and habits, and who just runs a, you 
know. 8 to 5 operation and then closes up, and the door is closed 
and yon have to come the next day if you want to buy a stamp. 

I would rather have some person who is dedicated to the com- 
munity and the people and who believes in the philosophy of public 
sen'ices and who will go that second mile. 

Maybe it was not characteristically true under the old system. I 
know it was in my area, and I know it was to a greater degree than 
it is now. 

Mr. JoHxsox. I have no more questions. 
Mr. GROSS. Mr. Chairman. 
Mr. HANLEY. Mr. Gross. 
Mr. GROSS. One question or observation. I don't believe there is 

anything in law that would prevent the appointment of a post- 
master from Hoboken to serve in Fort Worth, Tex., or if they were 
so disposed, to bring one in from Hoboken, or Secaucus. He might 
be from any part of the continental United States. I do not believe 
there is anything in the law to prohibit it. 

Mr. FORD. Will the gentleman yield? 
I have been informed that the chairman of the full committee is 

quite pleased by the fact, and I think the gentleman from Pennsyl- 
vania should he. that the new postmaster in Buffalo, N.Y., is from 
Erie. Pa., so Pennsylvania is not doing too badly. 

Mr. HANLET. Well, there lias been considerable colloquy about the 
political appointment of postmaster- and when the gentleman from 
Arizona reminds us that there are 12,000 throughout these great 
United States, the thought occurred that should the Congress—and 
I pose this question, Mr. Gro.ss—should the Congress see fit to revert 
back to the old system, would the latter part of January 1976 be- 
come an appropriate date for the administration? 

Mr. GROSS. I would remind the gentlemen I will not be around for 
that. 

Mr. HAXLET. Who knows, you might wind up as postmaster 
general. 

Mr. GROSS. I doubt that. 
Mr. UDALL. If elected, I would immediately ask Mr. Gross to 

take over the Postal Service. I understand he will be available at 
that time. 

Mr. HANIJET. Tliere you are, your future is cut out for you. 
Mr. WRIGHT. And, Mr. Chairman, if you are concerned about 

longevity of service in the post office, as Mr. Gross is, I can just 
see him serving a very long time, because he would not retire until 
the Republicans got back in. 

Mr. HANLET. Well, if there are no further questions, we will con- 
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elude this part of our hearing with a note of appreciation again to 
you, Jim, for your time and your very keen interest in this subject 
matter. I think it is fair to say that we find ourselves in this situa- 
tion as a result of the pressures advanced back in 1969, from the 
Citizens Community for Postal Eeform, and back then a number 
of us thought that actually this drastic step was really not necessary. 
We felt there were a few basic things that should be done, and that 
was fundamentally related to the obsolete status of the facilities 
the system and so forth and that if the Congress could see fit to 
commit itself on an annual basis for the expenditure of whatever 
funds were necessary to bring the whole system into the 20th cen- 
tury, why, that would probably be the major hurdle to overcome 
and then we could be off and running. 

To give the devil his due, and I have consistently said this, many 
overlooked the point that this service processes more mail than all 
of the other countries in the world community combined and today 
we are advised that it is processing in excess of 300 million pieces 
of mail a day, and that being the case, if we allowed the entity a 1 
percent margin of error, it woiild be entitled to better than 3 million 
mistakes a day. 

So, these are some of the facts that apparently have not become 
matters of public note. It is an enormous operation, and back then 
I incorrectly believed that by a simple paper conversion we were 
going to enjoy a miracle that overnight was going to rid the entity 
of whatever shortcomings it had. 

So, again, our deep appreciation for your time this morning, Jim. 
Mr. WRIGHT. Thank you very much. 
Mr. HANXEY. Our next witness this morning is the Chief Execu- 

tive Officer of the U.S. Postal Service, Mr. Klassen. 

STATEMENT OP HON. E. T. KLASSEN, POSTMASTER GENERAL, U.S. 
POSTAL SERVICE, WASHINGTON, D.C., ACCOMPANIED BY LOUIS A. 
COX, GENERAL COUNSEL; TIALPH W. NICHOLSON, SAPMG- 
PINANCE; BENJAMIN F. BAILAR, SAPMG-ADMINISTRATION; 
EDWARD V. DORSET, SAPMG-OPERATIONS 

Mr. HANLET. General, in behalf of the committee we are pleased 
to have you with us this morning, and if for the purpose of the 
record you will introduce your associates, we will appreciate it. 

Mr. KLASSEN. Thank you, Mr. Chairman, but before I do that, I 
would like to make one observation about the conversation we have 
been exposed to for the past hour and a half. It reminded me of 
what I heard on the radio this morning by a Presbyterian minister, 
who said that there are not just two sides to every story, there are 
three sides, his side, my side, and the right side. 

Mr. HANLEY. So be it. 
Mr. KLASSEN. I think it is only appropriate that we have an op- 

portunity to talk about postal reform and that we talk about those 
things that perhaps ought to be changed. 

We appreciate talking about H.K. 15511. Now, as you requested, 
I will introduce the men at the table with me. 
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At my left is Kalph Nicholson; next to him is Louis Cox, general 
counsel." To ray right is Ben Bailar, and to his right is Edward 
Dorsey, who is the operations executive. 

With your permission, I would like to comment generally on the 
features of tlus proposed legislation, and then ask Mr. Cox to pre- 
sent more specifically our views on each section of the bill and to 
discuss some of the provisions that we believe should be included in 
any package of amendments to the Postal Reorganization Act. 

Let me say right at the outset that I am more convinced than ever 
that the Postal Reorganization Act is a workable blueprint. 

Last vear when I appeared before a joint oversight hearing con- 
ducted hj the two postal subcommittees, we were all concerned with 
the slowdown we had exprienced during Christmas, 1972. I said at 
that time that, while we had made some mistakes in the early going, 
we had also made some important progress, especially in getting 
some of our capital improvements programs underway and in 
getting our local managers the budget responsibility and manage- 
ment authority they needed. 

Now, a little more than 1 year later, we have made additional 
progress. In our first 3 years, the Postal Service has faced unprece- 
dented inflationary pressures, increasing mail volume, dwindling 
transportation options, and the advent of the energy crisis. 

Nevertheless, we have set public standards for mail delivery and 
have been able to improve the speed and reliability of mail service. 
A massive plant modernization program is well underway. Pro- 
ductivity has increased significantly. The postal work force has 
stabilized. And we managed to hold back a rate increase for nearly 3 
years. 

Of course, all of us recognized 3 years ago when the Postal Re- 
organization Act became effective that we were starting many years 
behind, and that the correction of that situation was a long-term 
project, not an overnight one. 

At this early stage, we have not fully tested some of the provisions 
of the act. For example, so far we have had only one rate decision. 

In short, Mr. Chairman, we have made a beginning, but it is only 
a beginning. We have made solid progress, but there is still a long 
way to go. In my judgment, we have been able to confirm that 
postal regulation has pointed us in the right direction. 

With that introduction, I must say that I have to disagree with 
the direction taken by H.R. 15511, with regard both to some of what 
is included and to what is left out. I recall that when you introduced 
the bill you said it does not represent a final position on your part. 
I agree with you that now the time has come to make some needed 
improvements in the Postal Reorganization Act that we can identify 
based on our brief experience so far. We, at the Postal Service 
stand ready to work with you to try to solve our problems in any- 
way we can, through legislation or otherwise. 

It seems logical to me, however, that proposed amendments to the 
act at this time should be looked to deal with some of the specific 
problems we have encountered. We have made several specific pro- 
posals formally during the oversight hearings of last year or in- 
formally to the committee staff. Mr. Cox will discuss several of these 
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shortly. But I certainly do not think that the past 3 years have pro- 
vided any basis for discarding the basic assumptions and policies of 
postal reorganization. 

More specifically, I cannot agree at this time with the bill's pro- 
posal to give up an eventual postal self-sufficiency by providing per- 
manently for a large, general subsidy for the Postal Service. 
Incidentally, it has never been proposed that we be a profitmaMng 
organization. What we are looking for is "better losses." 

A subsidy in the amount of 20 percent of postal operating ex- 
penses would, of course, require a huge influx of tax dollars.^ For 
example, 20 percent of our 1974 budget would provide $2.3 billion 
in public service subsidies. This would be far beyond any comparable 
subsidies provided the old Post Office Department. Nevertheless, I 
appreciate the concerns which prompted the inclusion of this pro- 
vision in the bill. We have entered a period of rapid inflation which 
has caused problems for everyone, in the public and private sectors 
alike. 

Postal costs, and therefore postal rates, probably will continue to 
rise in the foreseeable future. Until just recently postal services had 
been considerably underpriced relative to costs. In bringing rates 
in line with the costs of the services provided, we have to cope not 
only with rapid inflation, but also with a number of additional 
charges on the postal system, involving enormous sums of money, 
which the old Post Office Department never had to bear. For ex- 
ample. Congress recently enacted legislation imposing responsibility 
on the Postal Service for increases in unfunded liability of the Civil 
Service Retirement Fund attributable to pay increases granted to 
postal employees. 

But. despite the factors I have mentioned, postal services are, 
and will remain, in my opinion, a good bargain. I certainly believe 
that it is too early to surrender that hope. 

In talking about subsidizing postal rates, we cannot escape the fact 
thnt the public will have to pay postal bills in any event, whether 
through postal rates or taxes. One of the most valuable perceptions 
of the reorganization movement was that the best way to encourage 
the postal operation to be an efficient steward of public moneys was 
to make it financially dependent upon offering postal services of a 
quality and at a price that people would be willing to buy. One of 
the biggest problems with the Post Office Department had been that 
it had no incentive to be efficient so long as it could expect Congress 
and the taxpayers to meet whatever deficits it incurred. Moreover, 
we believe that large public subsidies would result in the uneconomic 
use of some classes of mail because of artificially low postal rates. 

So a permanent general subsidy would shortchange the public in 
two ways. First, since the public must pay the entire bill, and since 
everyone isn't a user of the mails in the same proportion that he pays 
taxes, some would be getting a lot less for their money than others. 

Second, such a subsidy would abandon prematurely the idea that 
a self-sufficient Postal Service is the most efficient one. 

Now. I recognize that here are other considerations running through 
this proposal, particularly in the requirement that the 20 percent 
subsidy be subject to the annual authorization process. Part of the 
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idea apparently is to permit the Conjjress to instill some of the dis- 
cipline that might be lacking in a Postal Service no longer committed 
to trying to live within its own revenues. 

I think we should recognize that this aspect of the proposal is 
plainly inconsistent with any motive to inject more money into the 
system to insulate postal ratepayers from part of tlie costs of postal 
service. To the extent that promised appropriations fail, the public 
will still be paying the costs, whether through higher rates or reduced 
sennces. 

The additional complications presented by the annual authoriza- 
tion process can only add elements of delay and unpredictability to 
a program that is necessarily a permanent, not an annual one. We 
need to concentrate on keeping the Postal Service moving, not slow 
ing it down and making it more complicated. 

There was another reason why the Postal Reorganization Act 
omitted any annual authorization requirement. The act was drafted 
to take postal decisionmaking with regard to facilities, rates, sal- 
aries, and budgeting away from the political battleground. An an- 
nual authorization bill would be particularly susceptible to becoming 
a "Christmas tree" package for special pressure groups. 

Thank you, Mr. Chairman. With your permission I will now call 
on our General Counsel, Louis Cox, to deal specifically with H.R. 
15511. 

Mr. HANLET. Thank you, Mr. Klassen. Prior to ISIr. Cox' testimony, 
I would like to offer a comment and perliaps pose a question or two 
related to vour statement. I want it to be made quite clear that in no 
way is it tKe intent of this committee that you or the USPS is to be 
a whipping boy. 

The intent of the committee is to objectively analyze what has been 
going on in the USPS, and wherever we have noted shortcomings, 
move in the direction of correcting them. In our effort to meet this 
end, we anticipate and urge your total cooperation. 

I think the end result is going to serve the public interest well, 
and it makes it somewhat simpler, hopefullj', for you to master the 
great challenge which is yours. So I repeat that our intent is hope- 
fully to be helpful. 

You say in the high level of postal services at reasonable costs is 
our purpose. Again that is the purpose of the subsidy we propose in 
this legislation. 

Now do I read you correctly, are you saying tliat under the pres- 
ent mandate, that is, self-sustenance, that you are going to be able 
to provide the American public with mail services at reasonable costs? 
You are firm in your conviction that that will be the case—that the 
American public is going to enjoy reasonable rates and a good quality 
of service, with you operating under the mandate imposed upon yoii 
by the Postal Reorganization Act of 1970—is this what you are tell- 
ing us? 

Mr. Ki^ssEN. Mr. Chairman, we all have a different definition of 
what reasonable rates might be. 

Mr. HANLET. Let me clarify that. As you know, when our Found- 
ing Fathers were writing the Constitution—and I have said this a 
good number of times—their intent was that America be an informed 
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citizenry, and that all Americans would enjoy a decent standard of 
living. 

That was their intention way back then, 198 years ago. They knew 
that this was going to be costly from the standpoint of the U.S. 
Treasury, but their point was to make this service available to every 
American regardless of his or her economic or social standing. 

So that is what we mean by reasonable costs. That is the definition 
that I sense they had in mind back then, so that we are not going to 
price this service away from those who happen to be on the lower 
level of the economic ladder: 

That is my interpretation of reasonable costs, so that social secur- 
ity beneficiaries, where they may be, would not be deprived of the 
ability to send really as many first-class letters as they wanted to, so 
that that business entity, and of course this has always been re- 
garded as the chief artery of commerce, because it generates the 
gross national product, and the economy, and it has been highly 
dependent since the very beginning upon reasonable rates of mail. 

That is what our Founding Fathers had in mind way back then. 
Now let me remind you, and I have said this to Mr. Cox before, 
that if this entity continues and find it necessary to continue to move 
in the direction of increasing rates, then you will have not a foot 
to stand upon with regard to the preservation of the private express 
statutes. The Constitution does not allow us to deny private enter- 
prise the ability to prevail, and if we price this service beyond their 
economic reach, then along with this we have got to provide them 
with the ability to find another way. 

So I would hope very much that this would be taken under con- 
sideration with regard to your position on the matter of subsidies. 

Mr. KLASSEN. Mr. Chairman, this has been our objective. We 
recognize what you have said, and I agree with much of what you 
said. I must remind you however, that we are faced with inflationary 
pressures that the founding fathers didn't confront. 

Mr. HANLET. YOU have said yourself here that you are faced with 
this inflationary spiral. Then if you are going to meet your overhead 
with that in mind, obviously, then, the price of mail is going to be 
priced beyond the reach of the average American citizen, and be- 
yond the economic capacity of major mailers. 

So that is another consideration contained in the subsidy proposal. 
Some years ago, in fact at the outset back in 1970, when this act 
was enacted, into law, we did not anticipate the inflationary spiral 
to continue, like your people have told us, for instance, that when 
gasoline is increased by 1 cent a gallon, it adds to your overhead by 
$11/2 million. 

Mr. KLASSEN. $314 million. 
Mr. HANLET. Or whatever it is. So obviously you have to recover 

this money somewhere, and again you are going to be faced with 
the negotiation of another labor contract m the not too distant 
future. 

So I find it very difficult to perceive how the American people, 
American business, is going to be able to enjoy the service of the 
USPS at reasonable rates imder the mandate. 
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Now I don't want to burn up all of the time here, but I just have 
to comment on some things you have said. 

Mr. KtASSEN. May I comment for a minute, Mr. Chairman? 
Mr. HAJTLET. Yes. 
Mr. KLASSEN. The proposed legislation does not in itself show us 

how to save money or reduce the costs. It really shows us, rather, 
how to shift costs away from the mail user and on to the taxpayer. 
If the Congress would establish  

Mr. HANLET. May I interject at this point? It is not the intent of 
the Congress to show you. You are the chief administrator. You are 
the chief executive. It is incumbent upon you to devise the method- 
ology that provides efificient service at the right figure, and again, 
that would relate to the authorization provision in the bill. 

So that someone, you, actually, would have to be accountable at 
certain times through the authorization process, and that merely 
means that you come forth to the table, as you are, and you relate 
the necessity for these expenditures. 

So it is not the intent, nor is it the responsibility in the legislative 
branch, to show you or your team how to administer the USPS. 

Mr. KLASSEN. It may not be the intent, but nevertheless this fre- 
quently creeps into the conservations we have had with members of 
Congress, as to how we go about running our Postal Service, and 
obviously I respect this, because we have had from a number of 
members of Congress on an individual basis, particularly, some very 
constructive suggestions that have been helpful to us. 

We are only interested in one thing, and that is trying to do the 
job that was legislated for us. 

Mr. HANLEY. I can appreciate that, and I think very honestly that 
that is your mission, and we look very much to be able to help you 
and I don't want to consume anymore time at this point. 

I want to recognize the gentleman to my right, Mr. Johnson, in 
the event that he has any comment on your statement. 

Mr. JOHNSON. Well, I personally think that it is a very frank 
statement, and I can't help but feel that under the circumstances, 
with rising costs, and the increases in the salaries and wages of 
postal officials and then the unprecedented increase in gasoline costs 
that you have shouldered a tremendously great financial burden, and 
I can't help but feel that with the tools that you have had available, 
that you have done a pretty fair job. 

I think right now we are on the threshold of making the thing 
really take off. You have had 4 years now, and you are getting 
these postal centers established with automatic scanners and the 
type of automatic machinery, and you are resorting to air travel 
more and more and more. 

I can't help but feel that with the cooperation of Congress and 
you are cooperating with us that we can really build the type of 
system that we all contemplated 4 years ago. So I am not as pessi- 
mistic as Mr. Wright is about the postal situation. We have to build 
I think on what we have got, and that is the purpose of these hear- 
ings. 

Whether Mr. Hanley has in mind keeping the first class mail 
rate at 10 cents and then having the taxpayers pay all costs above 
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that, that should be brought out in these hearings here. It certainly 
would eliminate any further rate hearings on anything and be just 
a question of how much money you are going to need to run the 
Post Office Department over and above what is considered a reason- 
able rate at the moment. 

So we have a lot of things to really look into, the way I look at it. 
May I ask Pete Dorsey with respect to mail service between here 
and Fort Worth, Tex., how is it any different today than it was four 
years ago? 

Do letters arrive down there a day sooner, a day later or what is 
the situation? 

Mr. DORSET. I think it is as good, sir, as it ever has been, if not 
better. We fly almost all our mail now, whether it is first class or 
air mail. I don't know any reason why the service would be any 
worse today. You can always come up with horror stories, and when 
you move 300 million pieces of mail a day, you are going to have a 
horror story occasionally. 

I don't know of any particular problem in Fort Worth. I know 
the Postmaster in Fort Worth, and I agree with Congressman 
Wright, that he is an able postmaster. I am sure if there were prob- 
lems there, the postmaster would be the one to correct them. I can 
check it out for you. 

Mr. JOHNSON. I would be interested in knowing. Mail from Wash- 
ington, D.C., in 1970 what was the schematic pattern of fii'st class 
mail in Washington, D.C. for Fort Worth, and what percentage of 
it was by air travel and what percentage by surface travel, and what 
the situation is today? 

Mr. DORSET. Probably the situation in 1970 was this, at that time 
we were moving first class mail on what is known as a "space avail- 
able basis." This means we tendered it to the airlines and it went 
through as soon as space was available. The airline had a required 
number of hours in which they could keep it, and then they would 
give it back if they could not move it. 

Since last October we have changed that policy so that now we 
move that mail on a space allocated basis rather than space avail- 
able basis, so we get a more positive movement of mail on a schedule 
basis. 

That has introduced a high degree of consistency in the mail 
moving between Fort Worth and Washington. You have to recog- 
nize that the Postal Service depends almost entirely upon the air- 
lines for transportation. In Washington, we have some particular 
problems in that planes cannot leave National Airport after 10 
o'clock at night, so if mail coming off Capitol Hill is too late to 
make that dispatch, it must stay until the next day, because there is 
no transportation out. 

Those are some of the kinds of problems that the public generally 
is not aware of. We are now working trying to get an air taxi in 
and out of Washington National Airport after 10 o'clock at night, 
so that we can move more mail. 

Mr. JOHNSON. Thank you. My time has expired. 
Mr. HANIET. Thank you, Mr. Johnson. 
Mr. Ford? 
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Mr. FORD. Thank you, Mr. Chairman. 
My question, I guess. Postmaster General Klassen, are addressed 

to the statement of Mr. Cox. You sav here in your statement that 
you intend to have him comment on the specifics. I have an advance 
copy, and I am not going to use too much time, because I wanted 
to get into those recommendations with you and with him. 

However, at the bottom of page 5 after devoting time to criticism 
of Mr. Hanley's proposal for a 20 percent subsidy subject to an 
annual authorization process, you say there was another reason 
why the Postal Keorganization Act omitted any annual authorization 
requirement. 

The act was drafted to take postal decisionmaking with regard 
to facilities, rates, salaries and budgeting away from the political 
forum, and you say that an annual authorization bill would be 
particularly susceptible to become a Christmas tree package for 
special pressure groups. 

Who in fact has the responsibility presently for making the policy 
decisions with respect to facilities, rates, salaries and budget ? 

Mr. Ki^ssEX. The Board of Governors. 
Mr. FORD. We had the Chairman of the Board of Governors up 

here who indicated in a rather sad story the number of times that 
they convened, the amount of time that the respective governors 
put together, and when we questioned him about rate policy, for 
example, we discovered that until that time—maybe counsel can tell 
me when we had that. 

Mr. Cox. It was May a year ago, Mr. Ford. 
Mr. FORD. Up to that time, the Board of Governors had not had 

an opportunity to get involved in ratemaking policy except for a 
frief review of a rate recommendation package coming from the 
Eate Commission itself. 

Can you tell us whether or not the Board of Governors has de- 
veloped a more regular pattern of meeting now and what the pattern 
is? I realize this is your boss in effect, and they have on at least 
one important occasion overruled you when I thought you were 
very right. 

"What is the pattern now of their meeting and participation in the 
regular consideration of these factors? 

Mr. KLASSEN. First of all, Congressman Ford, I am not familiar 
with the conversations you had at the time with the Chairman of 
the Board. I was not here. All I can tell you is that if I had given 
you answers to those questions, one thing I should have said was that 
rate making was first of all processed by the independent Postal 
Eate Commission which makes a recommendation to the governors. 

The Board of Governors meets at least once a month, and they 
take a very active part in all phases of economics and policies that 
concern the Postal Service. 

They are the final decisionmakers. There are several committees 
of that Board which work diligently on some of these projects. 

Mr. FORD. We recently passed a piece of legislation here, a watered 
down version of the bill I worked on for several years. In my case 
there was a particular interest I had in the book publishing and in 
the people who were the ultimate payers for these costs, the libraries, 
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schools and similar institutions, across the country. We found it 
necessary to legislate in that area because we were here adopting 
a specific policy that, notwithstanding the fact that we could not 
stretch out these rates without foregoing income, the overall public 
policy of this country to in effect subsidize the dissemination of that 
kind of information was so strong that Congress was willing to 
continue it at a limited rate. 

Do you really think that the Board of Governors and the Rate 
Commission, without being amendable to the Congress in an author- 
ization bill, should be final arbiters of that kind of public policy 
decision ? 

Mr. KLASSEN. I do, yes. 
Mr. FORD. Don't you think that, if the Congress determines that 

we should perform a service through your Federal agency and then 
reimburses you, of course, for the cost of that service out of the 
general revenues in Government, that is a decision better made by 
the Congress than by the Board of Governors and the Bate Com- 
mission ? 

Mr. KLASSEN. Well, Congressman Ford, I have said on many oc- 
casions in this room that if the Congress has reason to make special 
provisions for select groups of people, mail users, that is their pre- 
rogative and their privilege, as long as the Postal Service is reim- 
bursed for the cost of handling the mail. 

Mr. FORD. Don't you see a somewhat different duty to be per- 
formed here? The Eate Commission in principle is to be a sort of a 
wholly neutral arbiter of your recommendations for rate increases 
or decreases, and mail users' response to that. They became a kind of 
a hearing panel forum where questions are developed on the merits 
of the rate change, and then that recommendation is subsequently 
subject to review by the Board of Governors. 

However, both the Rate Commission and the Board of Governors 
are operating under an admonition from us to carry the mail at a 
break even cost. If, as a matter of public policy, the Congress de- 
cides, as it may well do in the future, that particular kinds of mail 
have an importance that transcends the secondary question of 
whether—in other words, given a choice between whether you carry 
something at a profit, or whether you make it possible for people 
to have free access to books and magazines, you come down on the 
side of free access and pay the costs of doing that. 

How is it possible for the Rate Commission and the Board of 
Governors, without, at some stage, the intervention of the Congress, 
to ever make a determination of that kind to give that kind of 
priority to a public policy of that sort? 

_ Mr. KLASSEN. I think the Congress has just enacted some legisla- 
tion to provide what you were asking about. 

Mr. FORD. We were forced into that by the fact that there was no 
other way to get at it. Mr. Hanley's bill would provide an automatic 
process where once a year the Congress would be faced with the 
responsibility of deciding either you are going to keep saddling the 
Post Office with this and paying for it, or you are going to cut it 
back. 
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It would seem to me over the long haul that would be more efficient 
than passing a separate bill every once in awhile of 3 or 4 or 5 years 
duration and waiting for another group to come in and try to get 
another piece of legislation. 

Those are more likely to the Christmas trees than an annual 
authorization bill, aren't they f 

Mr. KLASSEN. The management and the Board of Governors en- 
couraged Congress to take such action. 

Mr. FORD. Yes,, we appreciate that. 
Mr. KLASSEX. They were not pressed into this by our lack of 

action. 
Mr. FoKD. Isnt this why it is such a good example? You were 

persuaded that that was a good policy and your people were here 
supporting that legislation. I applaud you and your people for that, 
but the fact is that you were here because you had exceeded the limi- 
tations of your power either through the board or the rate com- 
mission. 

You had to take the next step of looking toward legislative as- 
sistance, because to do what we did legislatively would seem to me 
to be inconsistent with the charge of the rate commission. Some of 
the people involved in the rates themselves might not agree with 
that, but it seems to me under the present setup any deliberate 
decision to carry something at less than cost for whatever period of 
time is one that Congress should have to make. 

Mr. KLASSEX. Mr. Ford, I want to say first of all, before I specific- 
ally respond to your coment, that I fully appreciate and recognize 
that any service organization that deals with all of the people aU the 
time as we do in a very fimdamental service, and that there is no 
question but that the Congress has a prime obligation to make sure 
that service is working in the interests of the American people. 

I recognize this oversight responsibility. I want to say to you I 
think we have made some real progress in our relationships with 
Congress in the last year. We have met once a month. I think there 
has been some veiy constructive things coming out of these sessions. 
We are not sitting here saying that we know all the answers, because 
we recognize that Congress has this fundamental obligation, and 
we are trying to get that message across to our people. 

I take exception to some of the comments made here earlier about 
our people in the field feeling they did not have access to Congress. 
This is wrong. That kind of a statement is wrong. It is not sup- 
ported by the facts. We have contrary evidence every day all over 
the country, and we have encouraged it. 

Mr. FORD. My time has expired. I would call your attention to 
the fact that during testimony of the previous witness, I made the 
observation that you had convinced me that under your leadership 
there was a change in the attitude of the Postal management toward 
cooperation with the Congress. 

However, having said that, all I have said is that Ted Klassen, the 
individual, has developed a personal approach which he is passing 
on to his people. The question is, if you are not here tomorrow, what 
do we do, go through another period of sparring? 
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What we are talking about here is now how well this committee 
or this Congress gets along with Ted Klassen. It is what the real 
role of the several managements levels—of the decision maker—is 
goin^ to be in the future, and are they going to have a responsibility 
in this regard. 

So I hope that none of the remarks that I am making are inter- 
preted by you to be in any way critical of the way you are handling 
the job. It is a question of what the role of the Postal Service, as 
Mr. Udall would prefer us to call it, is vis-a-vis the Congress. 

Mr. HANtET. Thank you, Mr. Ford. 
Mr. Mallary? 
Mr. MALLART. Mr. Chairman, thank you for the opportunity, I 

appreciate the Postmaster General's testimony. I think it is worth- 
while, after some of the dialogue that we have had here, to point 
out the sentence that is in the testimony on page 4 which pointed out 
very clearly the fact that we are talking about subsidizing postal 
rates, and we cannot escape the fact that the public will have to pay 
the postal bill in any event, whether through postal rates or taxes. 

I am a little concerned by the illusion that, by subsidizing the 
postal service, we can somehow ease the burden on the American 
public. There is one concern I have, and it is allied to what Con- 
gressman Ford was talking about, and that is with regard to the 
decisions the Postal Service makes, with regard to the type of sub- 
sidization or assistance given to certain classes of mail. 

I understand, and you can correct me. in the postal rate-making 
structure, about 50 percent of the total costs are attributed costs 
and about 50 percent are institutional. That is appi'oximately correct? 

Mr. KLASSEN. That is approximately correct. 
Mr. IMALI.ART. And the law provides that at least all of the at- 

tributed costs be covered by each class of mail. Thus, some classes 
of mail just barely cover attributed costs and other classes of mail 
must bear the institutional costs. I gather that tirst class mail has 
been one of those classes which has borne a disproportionate share 
of the institutional costs. 

]\Ir. KLASSEN. DO you want comment on that? 
]Mr. MALLARY. Basically, my question is, is not a policy decision 

being made by the board of governors as to which classes should 
be subsidized by postal rate payments, and which classes of mail 
should not be subsidized by the decisions made on relative rates? 

Mr. KLASSEN. First, Mr. Mallary, we have had limited experience 
with the rate commission. As you know, we have only had one case 
that has been processed. I don't feel that our system is all we would 
like it to be as far as our accounting goes. The Postal Rate Com- 
mission has asked us to improve it, and I hope soon we will have 
more accurate accounting. 

There is a dispute among professionals as to how much should 
be attributable costs and how much could not be. 

•\'iTien it comes to the subsidy, I don't see how the Postal Eate 
Commission or the Board of Governors has anything to do with it. 

Mr. MALLART. Basically, in setting rates, do you not decide which 
classes of mail will bear the institutional costs?  In other words, 
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therefore, which classes of mail will be subsidizing the other classes 
which bear less than their share of institutional costs? 

Mr. BAILAE. May I make a comment hei'c which I think deals 
with both your question and some of the comments that Congress- 
man Ford made. Tiie Postal Reorganization Act now stipulates a 
iivmiber of criteria for setting of postal rates, only one of which is 
coverage of attributable costs. The others include such elements as 
the value of the service, the alternatives available to mailers, and 
things that these connnents have addressed in a general way in the 
last few minutes. 

It is within that framework that the Postal Service management 
makes proposals to the Postal Rate Commission. It is within that 
framework that the Rate Commission holds hearings and listens to 
all the parties as to what they think the effect of these criteria 
.should be on rates, and also it is within that framework that the 
Board of Governors makes a final determination. 

As to Mr. Ford's comments, we have what we consider a rather 
definitive law now for the establishment of rates which makes it 
obligatoiy for us to follow it, and it has been challenged in some 
cases in court and I think without exception our decisions have been 
upheld. 

But the recent legislation on magazine rates was in effect an amend- 
ment to that provision of the law, and I think if this committee 
and the Congress as a whole felt the changes in that provision of 
title 39 were appropriate that they would pass them into law and 
then our decisions would be changed accordingly. 

Mr. MALLART. Do you think it is reasonable to assume that in 
the near future we will see more than 50 percent total of the postal 
costs made attributable? I luiderstand one study of the Postal 
Rate Commission reconmiended a very substantially higher per- 
centage of the total costs could be attributed. 

Mr. BAILAR. I don't see any radical change in attributable costs. 
Mr. MALLARY. I understand that all building costs, for example, 

are institutional costs, and therefore, the cost of the bulk mail net- 
work would be institutional costs that would not be attributed, is 
that correct? 

Mr. BAILAR. No. The operating costs of the bulk mail network  
Mr. MALLARY. I am speaking about the construction, the capital 

costs. Tliey are going to be considered institutional costs. 
Yet they will be spread over first class mail which will not use 

the bulk mail network at all. Is that correct? 
Mr. BAILAR. Well, to the degree they are institutional, there will be 

no attributable costs. I had an exchange with Congressman Gross on 
this subject about 2 weeks ago, and I would rather defer to that, 
rather than comment off the cuff here at the risk of selecting the 
wrong words. 

But the attributable costs are attributed entirely to the classes 
of mail handled and the institutional costs will then be distributed 
among all classes of mail. I had one point I wanted to add to my 
answer to your question about whether the magnitude of attributable 
costs would change. 

37-485—74 3 
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There are paiiies before the Postal Rate Commission who would 
like to see the attributable costs increased very substantially. There 
are also parties who like them the way they ai-c, or would prefer 
to see them reduced. It is a matter of sharp dispute and it is one 
th.at tlie Postal Rate Commission has extensive debate on with each 
hearing and I think regardless of what the level might be in the 
future, tliere will always be debate on it. If we Avere to raise them 
substantially there would still be a lot of debate. 

Mr. ^IALLART. I am sure that is correct, but is it not true tliat the 
lower the attributable costs are kept, or the lower the percentage of 
total costs are attributable, the greater flexibility there is for the 
Board of Governors in determining rates to meet competition and 
in other ways subsidize certain classes at the expense of others? 

Mr. BAII.AR. Yes, that is ti'ue. but I tliink it is also true that there 
is greater flexibility to honor all of the criteria which the Congress 
established in the law. It is one of the things on which we have been 
both importuned and belabored frequentlj'—that we should bear in 
mind the public service involved and the communications and the 
service to organizations that provided educational material, dis- 
seminated educational material, and so on. 

That flexibility is important to the Postal Service, the Rate Com- 
mission and the Board of Governors if we are to recognize and 
honor those other critei'ia which the Congress has established. 

iMr. ilALLiVRY. Thank you. My time has expired. 
Mr. HANLEY. Mr. Derwinski? 
Jlr. DERWIXSKI. I will yield to Mr. Gross. 
Mr. GROSS. Mr. Klassen, in an interview on November 13. 1972, 

in U.S. News and World Report, you wore asked a question as to 
how you felt about legislation proj^osed in Congress to spread over 
10 years postal rate increases on magazines. You answered in effecL 
that no profitmaking publication should be subsidized. However, 
on May 16,1974, in a letter, in a letter to Chairman Dulski on S. 411, 
the postal rate subsidy bill, you said the Postal Service had no 
objection. 

How do you explain this change in attitude on your part on 
this issue? 

Mr. KL^VSSEX. Jlr. Gross, in principle. I still feel that way. On 
tlie other hand, I will say to you, in dealing with the magazine 
industry in particular, recognizing their problems is what caused us 
to take a different stand. In principle, I still think any profitmaking 
organization that is going to be in business should not be subsidized 
to that degree. 

I see nothing wrong with a man being able to change his mind 
when the facts are shown to him, and he understands them to be dif- 
ferent. Now this does not mean that all of them should not be pay- 
ing their way. 

It means Ave have deferred the obligation they have to pay their 
way. That is what it means. That is what S. 411 means. 

^Ir. DERWIXSKI. Would you yield for a comment? 
Mr. GROSS. Yes. 
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Mr. DERWIXSKI. I would like to comment on the question yon raise, 
since Mr. Klasson tends to be a very mild mannered, soft spoken 
jrentleman, and I would like to saj' on his behalf that his adjust- 
ment to tlie realities of S. 411 merely shows that a great mind does 
take cognizance of changing circumstances and can adjust accord- 
ingly. 1 consider that statesmanship on his pait. 

Mr. GROSS. I can recall a Member of tlie United States Senate who 
often remarked that he was a man of highest pi'iuciples, but he. 
always kept his principles flexible. 

^Ir. Klasscn, wliat role, if any, do you think Congress has in over- 
seeing the oi)erationfi of the U.S. Postal Service? 

Mr. Ki>.\ssKX. Well, I will repeat what I said in response to Con- 
gressman Ford a moment ago. I think it is evidenced by our attitude. 
Wa ha\-e asked the House Post Office and Civil Service Committee 
to meet with us regularly, once a month, so we can review what is 
taking place, and 1 am sure you saw a i-ecent letter I addressed to 
evei-y Member of the Congress inviting them to call me and visit 
with me to talk about the Postal Service and to talk about the prob- 
lems they are liaving. 

All this was done for one reason, to try to giA'e better postal 
.service and to recognize and show the recognition we have that 
Congress has an oversight responsibility. 

Mr. Giioss. 1 believe 30U still continue to oppose the bill that hap- 
pens to beai- my name, which has been lodged in the Senate Post 
Office and Civil Sei'vice ('ommittee for probably a year and a half, 
or close to it, at least a year. 

"SMiy do you continue to oppose that bill, which Avould give the 
Congress the authority to authorize appropriations for the postal 
service ? 

Mr. Ki^vssEx. I said earlier that there are not onlv two sides to 
every story, but there are three, j'ours, mine, and the right one. 

Mr. GROSS. Well, we get right back again to the question of flexible 
principles, don't we ? 

Mr. KLASSEX. Flexible principles? 
Mr. GROSS. Either you mean that Congress ought to have some 

oversight, and in meaningful terms, or I guess you mean we are not 
sujiposed to have oversight, Mr. Klassen. 

ilr. KLASSEX. Congressman Gross, there are days when I want to 
encoui'age the Congress to take the Post Office back and run it the 
way they ran it for 187 years, and there are other days when I say 
to myself that does not make a damn bit of sense, because I think 
what we have been working under is workable. 

I think we ought to try to make it work rather than merely cri- 
ticize how it works. We are openminded on anything anybody has 
to offer to make it work. When you say Avhy are we opposing it, I 
don't even know which bill you are talking about for the moment, 
but let me say this in general. 

Your definition of running the Postal Service might be different 
from mine. 

Mr. GROSS. I have an idea that it is in several respects. 
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[Laughter.] 
Mr. KLASSEN. AS long as we are given tlie opportunity to express 

our views we will always express them. We may not necessarily get 
agreement, but we will express them. 

Mr. Gnoss. Mr. Klassen, I compliment you on your interest in 
meeting with Members of Congress, but I happen to think that this 
is the proper forum; that right here in this committee room is the 
proper forum to have a discussion of the interplay as between Con- 
gress and the operation of the U.S. Postal Service. 

In your opinion will the increased appropriation provided in this 
bill li.R. 15511 for public service costs have any effect upon postal 
rates, and would you anticipate that this additional appropriation 
will hold down postal rates? 

Mr. KLASSEN. Mr. Gross, I would like to ask Ealph Nicholson to 
comment. 

Mr. Niciiotsox. Mr. Cox in his statement will touch on this, Mr. 
Gross, but yes, our present undei-standing of the intent behind the 
enlarged public service appropriation is to prevent the increase in 
rates that would otherwise take place. 

Mr. (TROSS. But at the expense of the taxpayers? 
Mr. NICHOLSON. That is correct. 
Mr. GROSS. Taking the money out the back door of the Treasury. 
Mr. NICHOLSON. AS Mr. Klassen indicated, the total cost must be 

paid for. It is a transfer from the person who uses the mail and 
creates the cost to the taxpayer who may or may not benefit from 
those payments in proportion to the amount paid. 

Mr. GROSS. It is a sleight of hand performance. The Post Office De- 
partment gets it one way or the other and the public pays for the 
increased costs. 

^Ir. NICHOLSON. Yes, sir, I believe that is correct. 
Mr. GROSS. I believe my time has expired. 
Mr. HAXLEY. Thank you, Mr. Gross. 
Mr. Derwinski ? 
Mr. DERWINSKI. Thank you, Mr. Chairman. Mr. Klassen, in your 

statement at the bottom of the page 1, you say that you have also 
made some important progress, especially in getting some of the 
capital improvement programs underway and in giving your local 
managers budget responsibility and the management authority they 
needed. 

As you use that phrase the local managers, would you define it for 
me in more detail? 

Mr. KLASSEN. Postal managers—we are talking about postmasters, 
and section center managers, and district managers and regional 
people. In other words, we are talking about our field management 
people really. 

I\Ir. DERWINSKI. Down to the local postmaster? 
Mr. KI^VSSEN. That is right. 
Mr. DERWINSKI. I have had the impression from speaking to a 

number of local postmasters that they really don't feel that as yet 
they have been delegated enough responsibility. Maybe it is still a 
holdover from the days when they were frightened to death by su- 
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periors in regional offices, and they still seem to be looking over 
their shoulders at some higher authority. 

To what extent have you been able to develop some feeling of their 
taking the bull by the liorns and making management decisions that 
either expedites the mail, improves service, or whatever the chal- 
lenge could be ? 

Mr. KLASSEX. Congressman Derwinski, I am sure you are aware 
of the extent to which we have tried to meet on a formal and in- 
formal basis with all our local management people. Last year I 
personally met with some 15,000 of our management people in the 
field, and it was expressh' our purpose to help them to try to better 
understand, give them the responsibility and also hold them account- 
able for their performance. 

I can tell you quickly that there were many who responded well, 
and there are some who will hide behind anything, who can't make 
a decision, and have never made one in their life and are not about 
to start. 

There have been several reasons for it. Most of them were never 
taught to imderstand costs, and you know, only a couple of years 
ago, nobody knew what the costs of post offices really wore. I am 
sure we will find managei-s of any operation who would say "go 
away and lot me alone and let me have what money I need." 

I don't think you could ever give up the right of having some 
control and having some supervision, without having 31,000 different 
kinds of postal services throughout the comitry. 

Among the postmasters themselves, among the district managers 
themselves, we have substantial disagrecTuent from time to time with 
Avliat should and should not be done. I think this is healthy. 

I recently visited a large group of management people where they 
had some Idnd of a button system, and it was designed to express 
an opinion without showing their hands as to what position they 
might take. That to me is very poor judgment and management and 
leadership. 

But to try to take 70,000 managers in 2 or 3 years' time and get 
tliem to think in terms of being accountable and responsible for the 
dollai-s they spend is not that easy, because they were never account- 
able before. 

Many of them said to us, "Why do you worry about this? 'Why 
don't you go to Congress and get more money?" 

Mr. DERWIXSKT. Speaking of costs, this is something that has in- 
trigued me a bit. Part of your budget now includes the cost of the 
Postal Rate Commission. As I underetand the procedure, the Postal 
Rate Commission merely provides you with a budget request and you 
as a matter of fact concur with it. 

Is that the procedure that has been followed? 
Mr. KLASSEX. I will let Mr. Cox respond to it. 
Mr. Cox. Congressman Derwinski. the Postal Reorganization Act, 

as you may I'emember. does say that the Commission shall periodically 
prepare and submit to the Postal Service its budget and that the 
budsret shall bo considered approved as submitted if the Governors 
of the Postal Service fail to act in accordance with the following 
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clause: "The budget will be considered approved as adjusted if the 
Governors holding office by unanimous written decision adjust the 
total amount of money requested in the budget." 

As you have indicated, the practice has been that the Governors 
"failed to act"' in each j'ear that the Commission has submitted a 
budget thus far. 

Mr. DEEWINSKI. So in fact, the procedure has been smooth? 
Mr. Cox. I suppose you might conclude that the underlying thought 

here is that if something really outrageous happens, there is a kind 
of an emergency brake at hand, and failing that, the Commission is 
not going to be impeded in getting the money that it feels it 
needs to do its job. 

Mr. DERWIXSKI. Thank you, Mr. Chairman. 
Mr. HAXLET. Thank you, Mr. Derwinski, and my apology for de- 

ferring Mr. Cox' testimony. At this point we will recognize Mr. Cox. 
Mr. FORD. Mr. Chairman? 
Mr PIANLEY. Mr. Ford? 
Mr. FORD. I would like to ask unanimous consent that Mr. Cox' pre- 

pared statement, which we have all had available to us, be inserted 
in the I'ecord at this point, so that we can get to questions as soon as 
possible. 

Mr. HAXLET. Without objection so ordered. 
[The complete prepared statement of Mr. Cox follows:] 

STATEMENT OP LOUIS COX, GENERAL COUNSEI., U.S. POSTAL SEEVICE 

Mr. Chairman, I propose to go through H.R. 15511 section by section, very 
briefly, giving you the Postal Service's comments on eacli proposal. I will con- 
clude by describing briefly several examples of the kinds of changes that we 
feel are necessary to perfect the Postal Reorganization Act at this time. 

Section 1 would amend 39 U.S.C. §2401 (b) to substitute for the present tran- 
sitional pulilic service subsidy authorized by that section a larger, permanent 
subsidy up to 20 percent of tlie total operating expenses of the prior year, sub- 
ject to annual authorizations. As Mr. Klassen has already explained, we feel 
that enactment of this proposal would be a step in the wrong direction. 

I would emphasize the point that making the public service appropriation 
indefinite and subject to wide annual variation would present major problems 
for postal planning and ratemaking. Rates are set at levels necessary to gen- 
erate enough postal revenues to cover estimated postal costs, less whatever 
amoimts are reasonably certain to be appropriated. Under the present statuts, 
the public service subsidy is authorized at a specific figure which, in practice. 
Congress has treated as non-discretionary and has appropriated without fail. 
Under the proposed amendment, it would be more diflicult to justify the assump- 
tion, for ratemaking purposes, that any appropriations at all for public service 
costs would be forthcoming. Even if we could, major annual variations in that 
appropriation would introduce tremendous uncertainty and instability into the 
rate system. Botli the Postal Service and major mailers require, for internal 
planning purposes, a reasonable degree of predictability as to what the various 
postal rates will be for some time ahead. 

T would also question the qualification stated in proposed section 2401(h) (21 — 
which would require rates and fees for zone-rated parcel post and for catalogues 
16 ounces and over to be set without regard to the proposed subsidies. This 
restriction would apx>ly not just to any additional public service appropriations 
permitted by this bill, Imt also to the amounts presently authorized, which are 
not now so limited. This provision would favor certain competitors of the Postal 
Service who carry these types of materials. But these competitors do not serve 
all tlie nation, as we are obliged to do. They tend to concentrate where the 
cream is richest, while we must make parcel service available in areas which 
are not economically attractive. Accordingly, whatever justification there is for 
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whole system, not to particular classes of mail to the exclusion of others. 

Section 2 proposes an annual budget for the Postal Rate Commission inde- 
pendent of the Postal Service budget and paid by annual appropriations instead 
of postal revenues. Section 5 proposes to subject the appointment of all live 
Commissioners to confirmation by the Senate. While we would tend to defer 
to the Commission and the Congress on the advisability of these changes, we 
would emhasize our belief tliat every effort should be made to insulate the 
Commission and its decisions from tlie ijossibility of any improper influence. 

Section 3 would repeal the present authority of the Board of Governors to 
approve, allow under protest, reject, or modify recommended decisions of the 
Postal Rate Connnision, and would instead make those decisions final. First, I 
should point out that the present law by no means makes Commission decisions 
purely advisory ; far from it. Under section 3625 the Governors may put into 
effect their own modifications of the Commission's recommendation only within 
severely limiting conditions—including a unanimous written determination that 
the modification is in accord with the record and with the policies of title 39 
and that the rates recommended would not provide sufficient total revenues 
together with appropriations to cover estimated total costs. 

While we have great confidence in the Postal Rate Commission and hope that 
the limited authority to reject, protest, or modify will never have to be used, 
we believe that this authority provides a u.seful safeguard that should be re- 
tained. That the Governors should be able to return a decision to the Commis- 
sion for refinement or correction of error seems minently practical and sensible. 

The Postal Service also opposes section 4, which would extend by an addi- 
tional 90 days the waiting period after a rate submission before the Postal Serv- 
ice could put into effect temporary rates. It would also limit temporary rate 
increases to no more than 10 percent over the old rates. 

These proposals ignore tlie fact that postal bills have to be paid, regardless 
of the eventual decision on the precise apportionment among the various classes 
of mail in the permanent rate .schedule. It is unreasonable, in today's inflation- 
ary world, to expect increases to be limited in every case to 10 percent and still 
to last beyond the time it takes to complete a rate proceeding. 

While, to some extent, we could probably adjust to the proposed extension of 
the initial waiting period for introducing temporary rates by planning further 
ahead, the necessary uncertainties of labor negotiations place a limit on that 
flexibility. Since experience indicates that a final decision cannot be expected 
within 180 days any mor than 90, the extension appears unjustified. 

Section 6 of the bill proposes to put the Postal Service generally under the 
administrative procedure provisions of chapters 5 and 7 of title 5. At present— 
with tlie exception of tlie Freedom of Information Act, which applies generally— 
the Postal Reorganization Act selectively applies certain of those provisions to 
Iiarticular postal activities. For example, the rulemakihg proceedings of the 
Postal Rate Commission are covered by the Administrative Procedure Act, as 
are the mailability proceedings of the Postal Service. On the other hand, be- 
cause of the nature of the functions performed by the Postal Service, most 
postal activities probably would not be covered by the APA, by its own terms, 
even if it were made specifically applicable to the Postal Service. However, 
the extent to which its provisions, and particularly the rulemaking require- 
ments, would apply is sufficiently imprecise that a great deal of uncertainty and 
litigation would be cause if a blanket application of the APA to the Postal 
Service were enacted. The Postal Service is primarily a service, not a regulatory 
agency, so the APA simply is not designed for application to most of our activ- 
ities. The Reorganization Act dealt with tlie problem by applying the APA 
only to those postal matters where it genuinely seemed to fit. We believe that 
approach of selective application is sound and .should be retained. If additional 
postal matters are appropriate for APA treatment, we would favor a specific 
renuirement covering those particular matters. 

In that reg.Trd. we see no problem with following the rulemaking procedures 
of the APA in promulgating regulations under the Private Express Statutes. 
However, we would object to going beyond that to say, inflexibly as the APA 
d"es not. that an evidentiary hearing would be required in every case. Section 7 
fif the bill seems to have something like that in mind, although we are not al- 
together clear what is intended by the language requiring a hearins: before 
issuing regulations "governing administration" of the Statutes "by reason of 
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the enactment of this section'', which generally proposes to define "letter" under 
the Statutes. 

Turniug to the substantive portion of section 7, we believe that if a statutory 
definition of "letter" is to be attempted, the language proposed by that section 
requires considerable refinement. We commend to you the equivalent definitions 
in tlie Postal Service's revised proposed rulemaking published in the Federal 
Register on January 31, 1974. That language is the product of considerable 
thought and careful work, enlightened by valuable public comment and this 
Subcommittee's recent hearings on the subject. 

We would particularly question the bill's open-ended drafting of the excep- 
tion for letters enclosed with cargo. Tliat exception has always been considered 
limited to matter related exclusively to the shipment process or to tlie goods 
shipped. We are aware of no justification for extending that exception to permit 
private carriage of advertising material. 

Section 8 proposes a number of perfecting and technical amendments to titles 
5 and 39. We have no objection to subsection (a) which would prohibit postal 
employees from transferring to other executive branch positions until completion 
of at least one year of continuous postal employment. 

We favor subsection (b), which would permit the Postal Service to exercise 
discretion over the use of the services of tlie Department of Justice, by striking 
the present requirement for the consent of the Attorney General befor the Pos- 
tal Service can represent itself in court. Despite tlie clear intention underlying 
the present language, the Attorney General has uniformly denied our requests 
that the Postal Service be allowed to represent itself in specific cases. Partic- 
ularly in the specialized areas of postal rate and classification law and labor 
law, we are handicapped by having to turn to Justice Department attorneys 
who are not familiar with our eases and who frequently have insufiicient time 
in which to liecome familiar with them before they must appear in court on our 
behalf. In ench of these areas, our own lawyers represent us at administrative 
levels—before tlie Postal Rate Coiiimission in rate and classification proceedings 
and before arbitrators or the NLRB in labor relations matters. This subsection 
would let iis choose to use tliese same lawyers when a case moves from the 
administrative level to the courts. 

The remainder of section 8 proposes a number of needed technical amend- 
ments to titles 5 and 39. We do have one or two additions or perfecting changes 
that we will suggest to the committee staff. 

Moving now to several proposals not included in tbp hill, let me illustrate tlie 
point Jlr. Kla«sen has made that a number of additional practical problems 
that the Postal Service has encountered so far do seem to require further legis- 
lative action at this tinifi. 

For example, we have been limited unnecessarily by the artificial differences 
in size and weight limitations for parcel post, which vary under 39 Fsc. §3682 
according to the size and character of the accepting or receiving office. These 
constraints are logically indefensible and serve only to confuse and irritate the 
mailing public. 

We have recommended instead that uniform maximum size and weight limits 
he set for all postal facilities at 108 inches in girth and length combined and 
70 pounds. re«nectively. These clianees would make the Postal Service more 
evenly competitive with the T'nited Parcel Servirp. which has a comparable size 
liniitation. No structural or mechanical modificntions to first-class post offices 
would be required since these offices already receive tlie larger parcels during 
transsliipment. 

Another problem deservinnr attention is the postponement of Postal Service 
authority under 39 T'.S.O. §36^1 fa) to place into effect ternnorary chana-es in the 
mail classification schedule until after the initial schedule is established. One 
of the strongest recommendations of the Kappel Commission was that tlie post 
oJflnp take immediate stens to improve the nuality and kinds of service offered 
and to turn its attention to the unfilled needs of the public for ndditionnl nostal 
services. In providing for a classification proceedins under .39 F.S.O. §§3623 and 
.362'^. Congress expected that the initial classification schedulp would he forth- 
coming' p>*omptly. That e-<-pectation has proved overly ontimistic. The request 
submitted by the Postal Service to the Postal Rate Commission 18 months !i<ro 
shows little promise of receiving final action by the Commission in the near fu- 
ture. By putting temporary changes into effect now. we believe that the Postal 
Service would be able to improve service to our customers and to move the mail 
more expeditiously and economically. 



37 

To accelerate the consideration of classification changes in the future, we 
recommend amending 39 U.S.C. S3624(a> to provide for informal "Notice and 
Comment" rulemaliing under section 553 of title 5 rather than formal adjudica- 
tion under sections 556 and 557 of that title for classification matters. Eliminat- 
ing the protracted evidentiary submissions, cross examination, briefs, reply 
briefs, initial decisions, rebuttal briefs, etc., would avoid much of the cost and 
delay that has marked the present classification proceeding. In our judgment, 
Informal rulemaking would still ensure fair treatment for all affected parties, 
particularly since the classification schedule has little impact on mail users 
except in combination with the rate schedule, which would continue to be 
developed through a full evidentiary hearing on the record. 

During last September's hearings we recommended that Postal Service author- 
ity to contract for transportation of mail by air under 39 U.S.C. §5402(a) be 
brought to life by deleting the arbitrary restrictions on minimum poundage per 
flight and maximum percentage of letter mail. As restricted, the provision is 
practically useless. The elimination of those restrictions would give the Postal 
Service additional fiexibility to assure that our mail delivery standards are 
met during a period when scheduled flights, for a number of reasons, have not 
proved entirely capable of meeting the needs of the increased amounts of first 
class mail we have committed to movement by air. Contracts negotiated under 
the section would still be reviewable by the Civil Aeronautics Board for eco- 
nomic sufficiency. 

We believe that the requirement of 39 TI.S.C. §3863 for uniform rates for 
special-rate fourth class mail sliould be restricted to tlie case of the library rate 
for materials specified in former section 45.j4(b) (2) and (c) of title 39. Pul)- 
lishers have responded to the present uniform rate for hooks and other matter 
specified in section 4.554(a) by using the services of private carriers for short- 
haul shipments and using tlie Postal Service for long-haul shipments. The loss 
by the I'ostal Service of the lower-cost short-haul traffic nece.ssarily contributes 
to an increase in the uniform rate. The ultimate effect is that postal customers 
near the large publishing centers get the benefit of the lower zone rates offered 
by commercial carriers, while those in the more remote areas—who were in- 
tended to be the beneficiaries of the uniform rate requirement—pay the higher 
Postal Service uniform rates. We believe that these materials should i)e subject 
to reasonable zone rates for all recipients of this class of mail. 

Thank you, Mr. Chairman. We would like to respond to whatever que.stions 
you may have. 

]\rr. HANLET. It is apparent we ai'c poino; to have to meet this after- 
noon, and vrc will ask nnanimons consent tliat we, after the first 
qnornm call this morninjr. or this afternoon, we reconvene at 2 o'clock. 

^Ir. Cox. yon may proceed. 
]Mr. Cox. If I ttnderstand correctlv. Mr. Chairman, yon do not want 

the statement read and I stand ready along with the rest of ns to try 
to answer any questions you may have. 

^Fr. HAXLET. You may just highlight it, for the record. 
'Sir. Cox. In respect to section 1 of your bill, sir, having to do with 

public service appropriations, I think the only point I want to add to 
what has already been said here is that this could cause very major 
complications as a practical matter in the rate making process. 

I don't know that there is any need to elaborate on that, but I ask 
you to recognize the uncertainties of having two billion, two billion 
four, or Avliatever it may be, in limbo, since the Postal Service and the 
TJate Commission won't know from year to year whether that amount 
of money will be forthcoming by way of appropriations or not. 

That uncertainty is going to cast a considerable pall over the rate- 
making process. I don't think there is any need to expand beyond 
just noting that point at this stage in the game. 

T also would like to draw your attention to the second point we 
make, which is that if there is to be any additional subsidy along the 
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line sugjiestcd bj' this additional authorization for public service 
appropriations, we think it should be spread across the board, and 
that certain categories of mail should not be immunized from its 
effects. 

Our obligation to deliver mail runs pretty much throughout the 
country. Our obligation is one which common carriers and the like do 
not face in the same way that we do. They are very real, and because 
of that, largely, we thiiik that if .von are going to expand the public 
service subsidy, it should be consistent with today's public service 
subsidy—the $920 million subsidy that is available across the board. 

The'next point that I would like to make is in respect to the Rate 
Commission and its budget, which we talked about with Congress- 
man Derwinski a moment ago. We, to put it in simplest terms, would 
defer to the Congress, and for that matter to the views of the Com- 
mission, on the advisability of this. 

I think we really caught the main point of our thought on this in 
the colloquy' with Congi-essman Derwinski a few moments ago. in 
suggesting that some kind of emergency brake should be there. We 
think the Governors can provide the emergency brake. 

In respect to the provisions of this bill that would amend today's 
law so as to take the Governors of the Postal Service completely out 
of the rate setting and the classification setting process, I would like 
to ui'ge with some emphasis that nothing has happened which would 
justify such a change in the existing law. 

As a practical matter, the Governors of the Postal Service play a 
very limited role in the ratemaking process. They don't have very 
much practical choice by tlie time a decision comes from the Eate 
Commission to them. 

But again there is a kind of emergency-brake factor there that I 
think would be wrongly discarded if it were discarded at all. The 
Governoi's do have a duty, an obligation, in respect to postal service 
which the Rate Commission does not have, and if the Rate Commis- 
sion, as I trust would never happen, were to recommend a decision 
that in the judgment of the Governors made it much more difficult to 
provide the kind of service that in their perception the country 
needed, I think it makes good common sense to permit them to send 
the thing back to the Commission and say "Gentlemen, will you please 
try again? This recommended decision troubles us in this, that, and 
the other respect." 

I liope you will not at this time, after we have had only one rate- 
making experience, change this law so basically in that respect. 

With respect to your proposed changes on temporary rates, to 
string out another 90 days on top of the 90 days now in the law as 
the period which must nu\ before "temporary rates are put into effect 
and to impose a 10 percent limit on rate increases, we would have 
some tiouble in an inflationary period living with the first of these, 
but we would have a great deal of trouble living with the second. 

If you look at what is happening to postal rates, or what has hap- 
pened iu the last 2 or 3 years, and imagine what would have hap- 
pened if that 10 percent limit had been in effect, you can, without 
using too much imagination, see this system simply running out of 
money and creaking to a halt. That point seems to me also to be so 
obvious that it needs little expansion. 
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With respect to section 6 of the bill regarding the Administrative 
Procedure Act, which we talked about in the private express hearings 
lust fall, the Administrative Procedure Act in our best judgment 
simply does not fit a public service such as the Postal Service is—an 
operating agency in the business of providing service, not a regulatory 
commission or a rulemaking body of the kind that the APA was 
primarily designed to apply to. 

I do want to make clear that if the law wei'e amended to make the 
Administrative Procedure Act generally applicable to postal service 
functions, most postal activities probably would not be covered. But 
if you look at the terms of the Administrative Procedure Act, and 
if you try to apply those terms to the multiplicity of things that the 
Postal Service gets into. T think you can see that there may be all 
kinds of litigation and difficulty that would arise out of an amendment 
of this kind. 

We have no objection at all to the application of the Administra- 
tive Procedure Act wheie it fits. We, for example, would have no 
objection at all to your telling us that we ought to follow the Admin- 
istrative Procedui-e Act with respect to the private express statutes, as 
we are now doing, as you know, Mr. Chairman. But we do ask that 
you not apply it willy nilly across the boai'd and without giving con- 
side jat ion to whether it fits or not. That is the main point we want 
to make on that. 

Turning to the private express statutes as they would be amended 
by this bill. I want to state (]uite candidly I am not entirely sure what 
some of the proposed definitions that you have in mind are intended 
to mean. 

Tlie definition of the word "letter" that appears in section 7(a) of 
this bill seems to me to be written in a way which perhaps is intended 
to exclude addressed circular mail, typically third-class advertising 
mail, from the protection of the private express statutes. 

I don't know that that is intended. IMay I respectfully suggest, sir, 
that you consider the proposed regulations which we have most re- 
cently published in the Federal Register in late January, where we 
have s]ielled out as carefully as we could our idea of a definition of 
letter that does not really basically change the existing ground rules, 
and I commend that to your attention and suggest we work on that, 
and we would be very glad to cooperate with you on this, or with 
your staif, with that definition in mind, rather than this one, which 
to me, to tell you the truth, is confusing. 

Moving from the private express statutes, let me just touch on the 
technical amendments. We do have some fairly minor suggestions to 
be made with respect to those, and -with the committee's permission, 
Ave would like to deal with your staff on that. 

I should mention before ending this summary of the prepared 
statement, that I don't want to overlook the statement ]Mr. Kla.ssen 
made, that we want to consider things not in this bill which we hope 
you would favorably consider. 

The size and weight limitations in the present law to us make very 
little sense. At present, the rules on the size and weight limits that 
apply to parcels that a citizen or customer can bring into a first-class 
post office are different from those that apply to the same person tak- 



40 

injr the same parcel into a third- or fourth-class post office. We don't 
think that makes a lot of sense, and we -would recommend that you 
give thought to changing that. 

With respect to the proceedings of the Rate Commission in regard 
to temporary classification changes, you will recall that the law pres- 
ently reads in a way which prohibits the Postal Service from putting 
into effect any temporary classification changes until after the classi- 
fication schedule is first permanently established under the provisions 
that are spelled out in the law. 

The intention. T presume, of the House Post Office Committee, of 
the Senate committee, and of the Congress, as a Avhole at this time the 
Postal Reorganization Act was enacted was that classification changes 
would be forthcoming soon enough so that there would not be a dead 
hand imposed on our ability to adapt postal services to fit public 
needs. 

The firet classification proceeding has taken longer than we antici- 
pated it would and we would commend to the committee's attention 
the possibility of changing this law so as to permit the Postal Service 
to go forward with temporary classification changes now, even though 
the first classification schedule has not been established inider the act. 

We have one other proposal with respect to classification changes 
which we think might largely simplify the very cumbersome and ex- 
pensive and long-drawn-out process of the Postal Rate Commission 
as it now exists with respect to classification proceedings. We suggest 
that you might well want to change the law so as to permit notice and 
comment rulemakiiig for classificntion clianges rather thnn the for- 
mal, adjudicatory process now required by the law. 

We suggest that iust for classification and not at this time for 
rntemaking. having in mind that classification changes by themselves 
don't have a cutting edge. They have to have a rate change to accom- 
pany them if they are to take hold and have effect, and hence we think 
that this change would continue to protect the interests of the mail 
users. It would protect them by continuing to provide the full set of 
safeguards thnt go with adjudicatorv procedures in respect to setting 
rates while still simplifying and easing the costs of Rate Commission 
proceedings for classification matters. 

We do have in my prepared statement some other proposetl changes, 
Mr. Chairman, but I have an idea I have taken enough of your time, 
and I would lilce to leave it there. As I said a fcAv minutes ago. we 
would be happy to try to answer any cpiestions the committee may 
have. 

Ifr. HAXLET. Well, thank you very much. Mr. Cox. 
We appreciate your position on these various proposed changes, 

and of course, again, that is the purpose of this hearing, to hear you 
people out. That is. this committee is certainly not infallible, and the 
legislation before us is the result of our observation for need, and 
during the course of these liearings as I mentioned initially, much of 
it could be changed. 

Xow iust to reflect again ou the matter of subsidy, my concern, my 
fundamental concern again relates to the provision of all classes of 
mail at reasonable rates, to assure that to be fact, and beyond that, my 
fundamental concern relates to the provision of the private express 
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statute, without wliicli I feel the entire entity could well be down 
the tube. 

So durinjT the course of these weeks ahead, I am sure we will have 
a j^rcat deal of colloquy on this and all the provisions contained in 
the bill. But very briefly, that is the intent of that subsidy provision, 
and we talk about 20 percent, and we say up to 20 percent dependent 
upon the situation of that particular year. 

With regard to your concern registered on page 3 of your testi- 
mony, where it would repeal present authority of the Board of Gov- 
ernors to approve, et cetera, the point we have in mind is that a regu- 
lated industry should have direct control over the group which 
regulates it. 

Mr. Cox. I understand that, Mr. Chairman, of course and I would 
agree with respect to regulated industries in the conventional sense, 
but I would submit that the Postal Service is not a regulated industry. 
AVc are not like a public utility. We do not have a profit-making 
drive or compulsion or ambition. We do not have a duty or obligation 
to owners or investoi-s to provide a return on investment. We don't 
have any kind of profit motive conflicting with our intention to try to 
provide as good postal service as we can, at as acceptable rates as we 
can. 

Furthermore, I think perhaps it is somewhat misleading to talk in 
terms of the Governoi's having control over the rate commission. I 
would submit that it is perhaps a little more accurate to think of this 
as involving a sort of a balanced mixture of some influence by the 
Governors and a great deal of influence by the Commission, on which 
there has to be some effective working together if proper postal rates 
are to result. 

But as a practical matter, when you trace what the choices of the 
Governors are, by the time a recommended decision comes over from 
the Rate Commission, they don't have very much choice but to go 
along. 

INIr. HANLET. Wliat you say is true, but the possibility exists, doesn't 
it? 

:Mr. Cox. There is certainly a possibility that the Governors may 
reject the recommended decision of the Rate Commission. Let me 
illustrate it by a fanciful case. Suppose that the Rate Commission 
says: "Let's load almost all those institutional costs onto some partic- 
iilar class of mail." Suppose it seems a valid distortion of what makes 
sense. As I said, it is a fanciful case, but given such a case, the Gov- 
ernors could certainly go back to the Rate Commission and say: "Fel- 
lows, try again. This does not make any sense to us. We are not going 
to approve it and put it into effect. We reject it and we send it back 
to you for further hearings." 

Further, the Governors, under extremely limited circumstances, 
have the capability of modifying a Rate Commission recommended 
decision. That is, again, a theoretical possibility. But I am reminded 
of the metaphor we talked about a little while ago: having an emer- 
gency brake at hand in case something goes wrong. It is in that light 
that I tend to view these provisions of the statute, and even though I 
don't expect anything to go wrong, I don't want to throw that emer- 
gency brake away. . 
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^Ii'. HANLET. Did YOU have a question ? 
- Mr. FORD. Yes. You mentioned at the bejiinning of the colloquy 
with the chairman tlie problem of the lonj; delay. I notice your state- 
ment on pa<re 9 refers to a pending request that has been over there 
for 18 months, and you say it shows little promise of receiving final 
action soon. 

I have been informed that the Postal Service asked the Commission 
for a 30 month delaj- in considering the matter, that thc};" cut you 
back to 6 months, and that they are prepared to come in here and 
state that the only reason they are not getting it out is that you won't 
provide the additional information they have requested and you have 
asked to delay it on more than one occasion. 

]Mr. Cox. Mr. Ford, what we did last month with respect to the 
classification case is as follows: "\Ve filed a series of papers which, 
taken together, wore intended to make a point, and they clearly did 
make that point. 

In efl'ect, if I may paraphrase freely, we said to the Administrative 
Law Judge: "We think the time has come to make a decision on this 
classification case. It has been pending for almost 18 months. It is 
(juite apparent to those of us who have been in the proceedings thus 
far that there is a kind of watershed—a conceptual watershed—here. 
Theie ai-e some people in the proceeding who say it is not possible to 
go forward Avith piecemeal, comparatively limited improvements in 
the existing classification schedule, which basically is what we have 
suggested, until the whole concept of classification has been rethought 
and reworked through from the ground up. There are other people 
who disagree with that and say that these piecemeal changes are pos- 
sible and proper." 

"We said "Let's make a decision between one of those and the other. 
AVe are willing to go forward now as we have been since January, 
1973, or we are willing to undertake a study or a series of studies 
looking to thorough-going classification reform generally along the 
line that the Eate Commission had suggested by coming up with a 
contract with the Arthur D. Little Company and disseminating the 
results of that contract study." 

We also said "There is a third choice. There has been only one 
fairly fully de\'e]oped case looking toward thorough-going wholesale 
classification reform submitted thus far, and that has been submitted 
by the officer of the Commission who represents the public generally 
We are willing to put on the stand the principal witness who woulcJ 
be testifying as to that thorough-going proposal. Put him on the 
stand, let's cross-examine him." Not to make too fine a point of it, 
we suggested that we though we could demolish his case and thus 
throw the decision back to a choice between the first two possibilities. 

Basically what we were saying was: "Please, let's choose one way 
01' the other now so we can go on with this down one road or the 
other." 

]Mr. FORD. I have a memorandum detailing the activities that have 
been taking place before the Administrative Law Judge. Back in the 
beginning of May, a motion was filed by the assistant general counsel 
for the litigation division of the Rate Commission asking to expedite 
the mail classificatioft proceeding and they asked him to set some 
cutoff dates. 
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]Mr. Cox. Yes. 
Mr. FORD. On ]May 20th, you filed a reply to the motion, and talked 

about tlie pending rate proceedings, and also the A.D. Little study 
yon mentioned. 

Mr. Cox. And I think you Avill find the three choices I mentioned 
in the paper. 

INIr. FORD. And you made a motion to the Administrative Judge 
that all the liearings be suspended and under the proposed timetable 
that you included in that motion, the hearings would not resume for 
31 months after the decision to suspend. So you put it off for almost 3 
years. What bothers me about that is not whether this makes sense 
for you to proceed that way in your problems with the Commission, 
but for you to come in here today and oli'er as a consideration for 
knocking out a part of t]ui cliairman's bill the observation that a 
request submitted by the I'ostal Service to the Postal Commission 18 
months ago shows little progress and to indicate to us that there is 
already so much delay that any additional time provided by this bill 
would not be justified. 

Thirty one months is a lifetime around this town, and tlien you 
come before us on the other haiul and say that this legislation is de- 
fective because you are going to put another 90 days on it. 

ilr. Cox. I understand your point, sir, but I hope I have made it 
clear that we are anxious to move forward on the comparatively lim- 
ited classification case changes which we submitted back in January 
of 1973, and I gather as a matter of fact, in view of what the Rate 
Commission has done with the Administrative Law Judge's order, 
that we may do just that. 

Mr. FORD. Wliy do you need 31 months ? 
Mr. Cox. That is only in case our repeated suggestion that we move 

forward was going to be i-ejected. We say: "Let's go piecemeal, or if 
you won't let us do that, let's take a different road all together." But 
that different one. as we have said right along, takes a whole lot of 
study. Hence the 31 months. 

Mr. HAXLEY. If the gentleman will yield, as the signal suggests, 
•we are confronted with a time problem. I know that you. General 
Klassen, have an appointment with a House Member at 2:30, and I 
understand with a Menilwr of the Senate at 3:30. We are \ory anxious 
to wash off this part of our hearing. 

I am advised by counsel that the committee and the room could be 
available to us Thursday morning. That being the case, as I under- 
stand, it is committed for the Postal Kate Commission tomorrow 
morning. That being the case, could we plan on reconvening Thurs- 
day morning at 9:30 ? 

Mr. KLASSEX. HOW about tomorrow morning? 
Mr. HANLEY. The Rate Commission is liere tomorrow morninf. 

Otherwise it would be a matter of this afternoon. 
Mr. KLASSEX. I have the same commitments for Thursday that I 

have this afternoon. Members of the Congress. 
]Mr. FORD. Why don't we invite them to our meeting ? 
Mr. KIJVSSEX. I beg your pardon ? 
Mr. FORD. Why don't we invite them to our meeting ? 
Mr. HAXLEY. I feel cei'tain. giving the Member this much notice, 

today is Tuesday, and if it is a Thursday appointment, the Member 
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would accommodate you in recognition of the hearing. If you could 
return  

Mr. FoRn. Would you write a note for him, Mr. Chairman? 
fLauarhter.] 
]VTr. HAXLEY. T will talk to the person. 
Mr. KLASSEN. Could we also make a time commitment? I am also 

committed to go to Cincinnatti at noon time that day. 
Mr. HANLET. Hopefully, we could conclude the hearing prior to 

noon starting at 9 -.W. 
Mr. KiAssEN. That would be difficult for me in view of my prior 

commitments. 
jMr. HANI.ET. That being the case we will have to proceed this af- 

ternoon, and have to work it in between. 
IMr. KL\SSEX. Mr. Bailai- and Mr. Cox and Mr. Nicholson can be 

here all afternoon, and I will be returning. The Congressman I am 
going to see is right in the building here. 

Mr. HANLEY. All right. That being the case, then the committee 
will reconvene at 2 o'clock. We will provide for your ability to accom- 
modate the two appointments that you have. 

Mr. KLASSEN. And I will be back in here. Thank you. 
[Whereupon, at 12:20 p.m. the committee recessed to reconvene at 

2:00 p.m.] 
AFTERNOOX SESSION 

Mr. HANI^ET. We will at this point resume the hearings initiated 
this morning. 

General, may I ask you, earlier this morning j-ou were in the room 
when Congressman Wright gave us the report on the constituent re- 
sponse with regard to the opinion of his constituency. 

He gave us the report of his questionnaire, posing a question with 
regarci to public opinion. 

Mr. KLASSEN. Yes. 
Mr. HAXLET. On the quality of the U.S. Postal Service and I be- 

lieve 72 percent of the people were unhappy. 
]\Iay I ask, does the service itself conduct public opinion polls? 
]Mr. KLASSEX. We have taken some polls. I don't remember what 

they were. Can you help me with it ? 
INIr. BAILAR. i don't think we have taken opinion polls of that sort, 

Mr. Chairman. We maintain our measurements and service. We also 
keep close track of the complaints which are filed with our Consumer 
Advocate, which of course, do not represent all complaints. They do, 
we think, go up and down as a barometer of how things are going. 
There has been a very favorable trend over the last year in the sense 
that those complaints have declined. 

]\h-. HANI^EY. But you don't conduct any polls per se on a periodic 
basis trying to put your finger on the pulse of what public opinion 
is as far as your operations are concerned? 

Mr. KLASSEN. NO. 
Mv. HANLEY. YOU do not do that? 
Mr. BAILAR. No, sir. 
Mr. HANLEY. With regard to the Rate Commission, and I just sense 

that, recognizing the restrictions that you function under that appar- 
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ently the rapport there is not that good and the understanding be- 
tween the Rate Commission and your needs is not the most desirable. 

That being the case, in your judgment, General, would there be any 
advantage to the public if the Postal Rate Commission were abolished 
and ratemaking were left to the Postal Service subject to veto by the 
Congress ? 

Mr. KLASSEN. Mr. Chairman, first of all. I would like to correct any 
mistaken impression we may have given about our relationship with 
the Rate Commissioners. 

As you know, two of them are fairly new and there is a fifth one 
that they are still tiy to settle on. 

We have had several infoi-mal conversations with them recentlj. 
Ill fact, we invited them to meet with the Board only a week ago m 
connection with their budget and we made an effort to try to make 
sure they gained a better imderstanding of tlie Postal Service's overall 
problems. 

In fact, Ben Bailar personally has been out to visit several loca- 
tions with the chairman of tlie Rate Commission and has further 
schedules set so that he may have a better appreciation of the overall 
150stal situation. 

As far as answering your question is concerned, if we did not have 
the Rate Commission and had it liandled by Congress—— 

Mr. HANLET. NO, I said that tlio Postal Service, itself, would take 
over ratemaking per sc, subject to veto by Congress. 

Mr. KLASSEX. Yes. That Avould be easier for us. 
Mr. HANLEY. Would you approve of that? 
Mr. KLASSEN. Yes. 
Counsel apparently does not. 
Mr. Cox. I do agree with you, but T was just going to remark that 

I presume, Mr. Chairman, you have in mind a provision very much 
like the Postal Reform legislation of 1070 in the form in which it 
passed the House of Representatives. We thought that was a good bill 
in respect to ratemaking. 

]Mr. HANLEY. HOW long has the present rate case been pending? 
Mr. Cox. We filed a request for a recommended decision in late 

September of 1973, so that is about 9 months, almost 9 months. 
Mr. HANLEY. Late September of 1973 ? 
Mr. Cox. Excuse me. Almost 10 months. It was September 25, to be 

exact. 
Mr. HANLEY. Do you know what the status of it is now ? 
Mr. Cox. Yes, sir. The Chief Administrative Law Judge of the 

Commission has been holding hearings which commenced something 
like 10 days ago—I do not remember the exact date—after quite a 
protracted period or prehearing conferences, discovery, interroga- 
tories and so forth. 

I may say, Mr. Chairman, that under the rules of the Commission, 
a great deal of the evidentiary part of the proceedings takes written 
form, with the idea that oral cross-examination and the like would 
be held to a minimum with a view in mind to saving time in the long 
run and most of that veiy protracted Avritten portion of the proceed- 
ings is now completed. "While it is a little speculative to try to esti- 
mate and predict exactly how long it will take, we have a sense that 
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the next part of the rate proceedinjo;, the rate hearing itself, is now 
moving along at a very good clip, and we are optimistic that it will 
continue to move pretty rapidly and that we will be getting a recom- 
mended decision in the next several months. 

Still and all, it is a long, drawn-out process in the overall. 
INIr. HANLET. The position, as I understand it, as the General stated 

it, that preferably you would like to be rid of the Postal Rate Commis- 
sion per se, you would prefer that it be an in-house operation subject 
to veto by the Congress ? 

Mr. KLASSEX. Yes, sir. 
Mr. HANLET. For the benefit of Mr. Johnson and Mr. Ford, Mr. 

Klassen has to leave us at about 2:25, and with that thought in mind, 
I defer to INIr. Johnson. 

Mr. JOHNSON. ]Mr. Klassen, I am rather intrigued by this bill which 
would destroy the so-called mandate that you people must operate at 
a profit and come back to a subsidy situation. 

First of all, I would like to address this question to counsel: Wliat 
does the present law say with respect to operating at a profit ? Is it a 
kind of a wish and a prayer, or what is it? 

Mr. Cox. Well, sir, it requires that we maintainan equilibrium be- 
tween what we take in, counting appropriations, and what we spend 
over a period of time. I do think we should do what we can to try to 
root out of these the idea of profit. Wc are not supposed to make a 
profit, and we do not intend to make a profit. 

Now, what we are supposed to do is to cover our costs. 
Mr. JOHNSON. Break even. 
Mr. Cox. Break even after taking into account appropriations. 

The statute says this: "Postal rates and fees shall provide sufficient 
revenues so that the total estimated income and appropriations to the 
Postal Service will equal as nearly as practicable total estimated costs 
of the Postal Service," and as you will remember, the provisions deal- 
ing with appropriations provide for a gradual phasing down of ap- 
propriations over a considerable number of years. 

So, in that way, the statute points to an eventual equilibrium. 
"Breakeven for the most part," I think, would be a fair characteriza- 
tion. 

Mr. JOHNSON. I will address this to counsel. Mr. Klassen. 
The proposed amendments in H.E. 15511, in what way would that 

change the present law ? 
Mr. Cox. Well, in respect to the break-even aspects in the present 

law, I think there would be two points that would be most important. 
In the first place, the authorization for appropriations—and bear 

in mind, of course, it is simply an authorization, permission, if you 
will, to appropriate—would be greatly enlarged. 

At the present time, there is, as you will remember, Mr. Johnson, 
an authorization for so-called public service appropriations in the 
amount of 10 percent of the 1971 appropriation of the Post Office 
Department, which happens to work out to $920 million. For each 
year, that is, through 1979. Instead of that 10 percent, in 1980, it be- 
comes 9 percent; in 1971, 8 percent and so on, through 1984 at which 
point it would be 5 percent and thereafter the law says in effect that 
the Postal Service is free to determine that no further so-called pub- 
lic service appropriations are needed. 
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Now, the bill which Con<rressman Hanley introduced would provide 
that, in place of the 10 percent of 1971 and scalinfj down as I de- 
scribed, there would be authorized to be appropriated amounts up to, 
as the chairman pointed out this morning, 20 percent of the operating 
costs for the immediately preceding fiscal year, so that in round num- 
bers—in terms of where we stand at the moment—instead of $920 
million being authorized, there might be $2.4 billion, authorized to be 
appropriated. 

So that is one big change. Now. the second point is that if this very 
large amount of money were authorized, but only authorized, we 
would have a good deal of doubt as to what we should do about rate- 
making, because we would not know whether the money would be 
forthcoming or not. 

I think that is a very important point to keep in mind. 
Mr. JoHxsox. That was going to be my next question. 
If we had this built-in provision for an escalating subsidy, what 

would be the function of the Rate Commission with respect to, say, 
the 10 cent stamp? Would they freeze it as 10 cents and we on the 
committee would authorize an increase in the appropriation every 
year so that the postage rate would remain the same ? 

Mr. Cox. "We would have to work out some technique whereby we 
Avould get the amount of the appropriation each year pinned down 
with as much accuracy as we could. I think we would have to do this 
as a matter of advance estimate, and go to the Rate Commission with 
a basis of expectations, but with provision that if the expectations are 
disappointed and the appropriation should fail, then the rates would 
be increased. 

The bill we are discussing, H.R. 15511, does not, if I recall cor- 
rectly, change the part of the jiresent law that says that if there is a 
failure of apjiropriations which have been authorized, then the rates 
may be increased so that they will reach the point that they would 
liave been at had the appropi'iations never been even thought of in 
the first place. 

As you recall, ]\Ir. Johnson, this provision in the prepent law indi- 
cates that, one way or the other, the Postal Service has to get its 
money. If it does not get it from the Congress in the form of appro- 
priations, it must get it from the ratepayers in the form of increased 
rates, because the bills must be paid in one way or another. 

Mr. JOHNSON. It always sounds very well—we can authorize and 
dispose here, but the history of the Appropriations Committee is that 
they take a dim view of what we say is needed and pretty generally 
do not come through with the money and that is what I am just think- 
ing of. 

We would almost have to have a built-in mandate on the Appro- 
priations Committee to come forth with the money. 

Thank you very much. 
jNIr. HANLET. Thank you. 
Mr. Ford? 
]\Ir. FORD. Mr. Johnson, when you get that veto-proof Congress 

this year, you will not have to worry about appropriations. We will 
show you how to spend it. 
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Thp Pos+masfpr Goiicrnl hns to leave. T would like to sav that T am 
reallv intrimied bv the discussion you and T had this morninfr about 
what the relative roles of the Commission, the "Roard of Governors 
and the Conci'ess contemporaneously are. T find that we have before 
us a statement of the general counsel of the U.S. Postal Service which 
is replete with policy statements with respect to whether particular 
points of this lefjislation would or would not be <rood policy. 

T am not tryinir to put you on the spot, but have von reviewed this 
with ]\Tr. Cox. and are we fairly confident in spendin.<T time with him 
here this afternoon that he is speakino for you and the Board of 
Governors with respect to these policy statements in his statement? 

Mr. KLASSKX. Yes. ISfr. Ford. T reported to the chairman earlier 
that in mv abse)ice these men would be representing me and making 
whatever decisions are appropriate. 

]\[r. FoRn. All rijrht. TAHiat T want to make clear is whether yon are 
givincr him vour proxy, or whether, in fact, you and the Board have 
reviewed these thin.ofs. We are talk'njr here about some policy deci- 
sions that are made by you as the chief administrative officer and the 
Boai'd as the operntinfr board of the Postal Service, and whether vou 
are delejratinjr to the General Counsel the authority to decide that 
from time to time as we fto on with the hearing this afternoon. 

INIr. Kr.ASREX. T not only have reviewed his statement but have ap- 
proved his statement as submitted. 

IVIr. FORD. SO we would be safe in sayin<? that the statement rep- 
resents tlie position of the manafrement of the Postal Service on this 
legislation? 

Mr. KT,ASSEX. That is rijiht. sir. 
Mr. Fonn. That is fine. That is what T wanted to establish in the 

record, INTr. Chainnan. T want to thank the Postmaster General for 
cominc' back and squeezing himself in between appointments for us. 

INfr. HAXLEY. Thank you. Mr. Ford, and General Klassen. on behalf 
of the committee. We appreciate your appearance here today. Per- 
sonally. T do want to commend you for the overture that you have 
made with Members of the House and the Senate reciting your will- 
injrness to meet witli them individually and for this reason, you must 
depai-t this afternoon. TTnfortunatelv. tiine did not provide us the 
opportunity to sjet into a number of areas that we had hoped to. so 
we will prevail upon your cooperation asrain in the course of these 
hearings so that we can get to the questions that unfortunately we 
could not cover today. 

Mr. KT,ASSEX. Mr. Chairman, if you are going to continue this ses- 
sion. T will be back. 

Mr. HANLET. YOU mean today ? 
Mr. Ki.AssEN. Yes. 
]Mr. HAXLEY. Fine. That being the case, in recognition of your 

time  
]\Ir. KI,ASSEX. T have an appointment right here in the building: 

and I trust that should not take over half an hour. I will indicate I 
need to .<ret back to the hearing. 

Mr. HAXI.EY. Very good. That being the case, we will anticipate 
seeing vou a little bit later. 

Mr. KLASSEX. I appreciate that, sir. 
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Mr. HAXLET. Tliank yon. 
Mr. Cox. some question has lieen raiserl as to whether the definition 

of a letter contained in H.R. ITioll would include tlie electronic trans- 
mission of mail. What would your interpretation of the lan<!:ua<re Iw? 
Do you feel that the statute should cover the electronic transmission 
of mail? 

INIr. Cox. "Well, sir, T think perhaps we should distinpuish lietween 
mail, or to use a less specific word, messapes when they are in hard- 
copy form, on paper, or in some other tangible form on their way to 
or from an electronic transmission, and on the other hand, messages 
while they are in the coui-se of electronic tiansmi.ssion. Since the Pri- 
vate Express Statutes deal with the movement of letters over post 
routes and things of that sort, we have traditionally been of the view 
that, strictly speaking, electronic transmission is not in itself covered 
by the Private Express Statutes todav and we have not thought it 
appropriate to recommend that it should be covered. 

On the other hand, we have consistently taken the view that when 
the message is reduced to writing, after it comes out of the electronic 
equipment, if you will, or before it is reduced to electronically trans- 
mittable form and goes into the electi-onic equipment, if it is going 
ovei- postal routes and the like, it would be under the Private Express 
Statutes. 

Xow, my recollection of this bill, H.R. 15.511, is that there is noth- 
ing in the bill that would appear to modify what I just said by way 
of describing the present law. 

In other words, the answer is that electronic transmissions would 
noFbe covered but the input and the output, to the extent it is carried 
over postal routes or post roads, would be covered. 

Mr. HAXI.ET. Changes in the legulations governing the Private 
Express Statutes could significantly affect many, many businesses. 

Yet there is not any provision in the Postal Reorganization Act 
where hearings are required on proposed changed in regulations. 

In view of the fact that the Postal Service has already agreed to 
hold hearings on important changes. I am a little bit puzzled as to 
why you should be opposed to providing for such a procedure by^ 
law. 

Mr. Cox. Two points. ]Mr. Chairman. 
First, we do agree with you that the procedures laid out in the 

Administrative Procedure Act. or at least certain pertinent ones of 
these procedures, should be followed as a matter of good sense and 
good government in developing rules for implementing the Private 
Express Statutes. But those pertinent procedures do not ordinarily 
involve hearings. 

They involve what, as you will recall, is known as "notice and 
comment" rulemaking. Tlie agency will propose regulations, publish 
them in the Federal Register in proposed form asking for piiblic 
comment on them, study and react to the comments, and so forth. 

They do not involve hearings and section 55.3 of title 5, Avhich is not 
mentioned in H.R. 15511. seems to me really to be the section—the 
part of the Administrative Pi'ocedure Act—which is most in point 
here. That section is the one which relates to "notice and comment" 
rulemaking. Now, hearings are permitted under that section but as a 
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matter of course the administrative agencies normally do not hold 
them. 

So. that is one noint: We should distinjniish between administra- 
tive procedures of the kind sanctioned bv the Administrative Proce- 
dure Act on the one hand and hearings on the other hand. 

The second point in respoiise to vour question—as vou recall, vour 
question was: "\^^lv shonM we obiect to tlie APA?" We don't obiect 
to havinjT the Administrative Procedure Act applicnblo to thincrs like 
refnilations under the Private Express Statutes. We think that is a 
sound and sensible thin" to do. T do not see why it should be neces.sary 
to enact a law that requires it. But we have no obiection to a law that 
requires it. 

"What we do obiect to is a kind of jreneral across-the-board applica- 
tion of the Administrative Procedure Act to operations of the Postal 
Service. The Administrative Procedure Act is designed to be a sinsrle 
codificaiton of rules that would applv to an almost infinite multi- 
plicitv of different kinds of .<Tovernment action, and there are all kinds 
of questions lurkinc arouTid the perimeters of those rules as to how 
thev applv to a particular situation. 

The Postal Sendee, as we mentioned this morninc is not a regula- 
tory bodv. Tt is not a rulemakinff bodv of the kind that many other 
parts of the jrovernment are. Tt is more of an operating public service 
and I do not l)elieve that there should even be the possibility of an 
argument that, if we are j^oing to change some postal delivery route 
some place, that is admini.strative action of a kind that has to be 
subiected to the processes of the Administrative Procedure Act. 

If there are cases where the Administrative Procedure Act really 
fits, we haA'c no problem with the idea of applving it but we do not 
want an acrass-the-lward application of it. for fear that someone will 
seek to apply it in cases where it does not fit. 

Mr. HANI,EY. ^\nien does the T^SPS intend to put its proposed regu- 
lations on the private express statute into effect? 

Mr. Cox. Sir. T can give you an approximate answer on that. 
Mr. HANI.EY. MV time is up. so T will appreciat<» your response. 
Mr. Cox. T would hope to do it. let me say. sometime this summer. 

The holdup of a sort on it has lieen that T am not really sure whether 
the Senate Post Office Committee, which has mentioned the possibility 
of holding hearings on this, intends to so ahead with hearings or not, 
and we are somewhat torn: We do not want to hasten down the line 
here if thev are going to hold hearings. 

On the other hand, there are things in the regulations that ought 
to be helpful to everybody, I hope, and we have a duty to get on with 
this. 

Mr. HAXLET. Did I underetand you to say this summer ? 
Mr. Cox. Yes. sir. 
Mr. HANLKY. That means right away. This is July. 
Mr. Cox. Yes. If you or ai\ybody el.se up here .sees some reason why 

we should not. we would want to respect that rea,son but unless there 
is that kind of obiection. we feel that probably this set of regulations 
is an improvement for reasons that we went over with you last fall 
and it probably is a matter of doing our job right, and we ought to 
get on with it/ 
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ISIr. HANIJ:T. Thank you. 
Mr. Johnson. 
Mr. JOHNSON. I would like to ask Mr. Dorsey some questions. 
What is the status now of your new service or mailing centers? 
Mr. DORSET. The bulk mail centers ? 
Mr. JOHNSON. Yes. 
First of all, how many do you contemplate in the United States? 
Mr. DORSET. There wfU be 21 biilk mail centers and 12 auxiliary 

service facilities so there are 33 all together. The 12 really are post 
offices modified to handle bulk mail. 

]Mr. JOHNSON. Are they all in the process of construction at the 
present time ? 

Mr. DORSET. They are all under construction and our current time 
table, barring strikes by the construction people—and we have ex- 
perienced some difficulty with that, with various trade unions on 
strike—is such that we should hope to have the last one, which is in 
Seattle, Wash., on line by October of next year. 

The one in New York is on line now. It has been on line. We have 
had some mechanical problems. Chicago is due in April. 

Washington. D.C. is due shortly after the first of the year. Then 
they come on line successively 1 or 2 a month, and in some cases 3 a 
month, so that the last one would come on line in October of 1975, sir. 

Mr. JOHNSON. How will these bulk mail centers appreciably change 
your method of distributing the mail that was in vogue before you 
decided to build these centers ? 

INIr. DORSET. There are two significant things. One. our studies in- 
dicate that these 21 bulk mail facilities and 12 auxiliary service fa- 
cilities would bring to the system for bulk mail—that is, second, third 
and fourth class mail—a high degree of consistency in service. In 
other words, we would not have the various escalations of service 
between points like here and the west coast where it might vary now 
from 8 to 18 days. We would hope that it would be a consistent 7 days 
based upon our analyses. 

The second thing that we have great expectation for—and our 
studies, I think, will bear it out—is that we hope to get most of this 
mail, particularly parcel post, out of sacks and into containers so as 
to reduce our parcel damage factor down to a very, very low level. 

Our studies have shown. Sir. Johnson, that the biggest contributing 
factor to damage is that mail sack. Those parcels get inside that sack, 
and they get churned and piled on top of each other. The bulk mail 
system provides for the movement of mail between bulk mail centers 
in containers, or in tractor trailers, with brick loading. 

We feel those two things will provide a high contribution both to 
consistency of service and to less damage and we will be able to 
change an operation that is currently 80 percent manual and 20 per- 
cent mechanical to a reverse ratio of 80 percent mechanical and 20 
percent manual. 

Jlr. JOHNSON. Isn't this new center the type of operation that was 
contemplated when we passed the act in 1970? 

Mr. DORSET. I would think so. This required an immense invest- 
ment of funds for better facilities and automation. 

We certainly have to come to grips with automating what we can 
at the Postal Service and we have made some steps forward in that. 
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Certainly the act by providinjr for the capital investment funds 
that it does permits us to go forward on a very good basis. 

Mr. JoHNSox. T want to ask Mr. Nicholson a question, and I think 
I have one more minute. 

The Postal Service Act that you are now operating under gives 
you people the power to borrow money, does it not? 

Mr. NTCHOLSOX. Yes, it does. 
Mr. JOHNSON. HOW h\{x is that power? 
]Mr. NiCTioi.soN. A total of not to exceed $10 billion to be outstand- 

ing at one time, and there are annual limits. It cannot be increased 
more than $1.5 billion for capital purposes and $.5 billion for operat- 
ing pui'poses in any one fiscal year. 

]\Ir. rtoHxsoN. And the amount of money that you would borrow 
is guaranteed by the Federal Government, is that right ? 

Mr. NiCHOi,soN. The first issue that we made is not backed by the 
full faith and credit of the United States Government. 

HoAvever, we have the option of seeking that guarantee if it seems 
necessary or appropriate in order to make the borrowing at favorable 
terms. 

Mr. .ToHNSON. How large has your bond issue been to date in these 
4 years ? 

Mr. NicHoi^soN. To date, we have borrowed $250 million for capi- 
tal investment. In Febi'uai-y of 1972 that was. Last June 27, just 
about 10 days ago. we borrowed $500 million for operating purposes. 

IMr. JOHNSON. Operating purposes. 
Now, this $250 million that you borrowed, is that what has been 

used for these bulk mail centers, these 33 mail bulk mail centers? 
]\Ir. NICHOLSON. That is correct. It is a mixture of things. The 

dollars were not earmarked for any specific project, but those dollars 
have been necessary along with other dollars to liquidate the commit- 
ments made for the construction of the bulk mail facilities. 

Mr. JoTiNSON. Then there has not been, actually, the tremendously 
great boriowing on the part of the service that maybe was contem- 
plated in 1970 when the bill was passed? 

Mr. NicHOi,sox. No, the scale of borrowing has not approached 
the maximijm yet. 

Mr. JOHNSON. DO you have future plans for additional borrowing? 
Mr. NICHOLSON. Yes, we do. We anticipate we will need to under- 

take additional capital borrowings din-ing the current fiscal year. 
The borrowing is necessary where cash is needed to liquidate bills 

on construction, equipment, and so forth. The need for cash is a 
follow-on action after the program itself has been approved and got 
under way. 

The construction program in the modernization program of the 
Postal Service has moved extremely rapidly, Mr. Johnson, as perhaps 
you know. It is running at about 10 times the level of commitment 
that characterized the last years of the Post Office Department. 

We did suffer some loss of months of time because the Corps of 
Engineers was handling the building construction, and real estate 
operations, and it was removed from our access, and this whole proc- 
ess has had to return to the Postal Service. 

Commitments, how&yer, are planned, nexjt year at a level of $l..il 
billion, or slightly more than that, and as those projects take physical 
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form, we will need a sulistantial flow of cash for the pnrix)se of liqui- 
datinjr those capital commitments. 

So. we anticipate a capital lion-owin<r in 1975. 
ilr. JoHxsox. Thank yon. My time is up. 
^Ir. H.\xi.ET. Thank you. ilr. Johnson. 
Mr. Ford ? 
Mr. FoRiJ. Thank you. I do not want to gret into an exchange with 

Pete Doi-scy. but do you know how many of the 33 centers Mr. Blount 
is building? 

Mr. DoRSEY. I think, if memorj- serves me correct, there are three, 
are there not ? 

Mr. Cox. I do not know. 
^Ir. FORD. I heard four. 
Mr. DoRSEY. I think tlie one in Detroit—but that is not my baili- 

wick. They were all bid by the Corps of En<rineei-s. Tlie Corps of 
Engineei-s has entire jurisdiction over that project for us and is coii- 
tinuinjr to handle the project for us. 

Mr. FoRn. AVe are jrlad to see that you decided that the Corps of 
Engineers was not the right place to be on that. 

ilr. Cox. on page five of your .statement, yon state at the top of the 
page that section 6 of tiie bill proposes to put the Postal Service 
jrenerally under the Administrative Procedures provisions of chaptere 
5 and 7. and you go on to sny why this will not work, but point out 
that the nilemaking provisions of the Postal Rate Commission are 
covered by the Act and the mailability procedures of the Postal Serv- 
ice are covered by the Act. 

The activities that would be added by the legislation before us 
Avould be technically covered by the Act. You say that as a matter of 
practice you are already following the Administrative Procedures 
Act. That being the case, what significant differences would it make 
to your present operations if the APA were generally applied? 

AVhat specifically would cause the problems ? 
Mr. Cox. Mr. Ford, I am not sure that it would make a difference 

to our present operation. I believe we say in this statement that  
INIr. FORD. YOU say the extent of these provisions, particularly the 

nilemaking, are sufficiently imprecise that—— 
Mr. Cox. The problem, sir, arises from the definition of nilemak- 

ing in the Administrative Procedure Act. 
INIr. FORD. The practice around here in legislation all over is to 

simply say "Subject to the Administrative Procedures .\ct," because 
everybody knows in this town what you are talking about, the courts 
have had a chance to decide on the language in that act, and the 
courts know what a hearing means. 

Thei-e is a wide l)ody of law about what due process is. Why try to 
do this on a hybrid, piece-by-piece Vjasis instead of just using the Ad- 
ministrative Proceduie Act as all other Federal agencies are doings? 

I\Ir. Cox. For one thing. ^Ir. Ford, as I am sure you are well aware, 
there is a plethora of legislation about what the Administrative Pro- 
cedure Act means. It is not all that cut and dried. 

Mr. FORD. Why cover that ground all over again? 
]Mr. Cox. The possibility, and I would not want to call it more than 

a farfetched possibility, that a postal decision on, oh, how to route 
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the mail as between airline A and airline R. or somethinsr of that 
kind which is basically an operatinsi procedure, will be challenjred by 
someone and held in a conrt to be the kind of decision that is covered 
by the Administrative Pi'ocediire Act is a possibility that bothers iis 
very mnch. T would be surprised if this committee or anyone on it in- 
tended that that would be the purpose. 

Mr. FORD. But the act would not be applicable. All you would be 
reouired to do would be to publish vour rules and guidelines for de- 
ciding between A and B Airlines and put them in the Federal Regis- 
tei' and let them soak for 30 days. 

If. on the other hand, AVO had a renuirement written into a statute 
that we need a heaT'iuflr, then we would k'iow the rules by which that 
hearinp; aiid the subsequent appeals would be taken. 

Mr. Cox. I believe that is correct but I think it is also correct that 
on every point under the existing postal law where the Congress had 
seen anv reason at all for a hearing, that is prescribed. 

Mr. FORD. T do not want to use all mv time on the Administrative 
Procediire Act, but you make a distinction in here that the Postal 
Service is a service of the Government as distinguished from a regu- 
latorv agency. 

Would you call HEW a regulatory agency of the Government? 
Mr. Cox. T guess that it is a combination of a number of thinars. 
Mr. FORD. T sit on another committee that has iurisd'ction over the 

Labor Department and the Labor Department is in some part regii- 
latorv—but wheii you get into manpower, they are service oriented 
and they contract out for this. So. in HEW T woiild wager with yoii 
that there has not been a statute enacted or renewed in the last 10 
years that does not make all their activities subiect to it. As a matter 
of fact, with the new legislation that is in conference right now. •we 
are going to superimpose on that an additional reonirement that when 
they put those regulations into the Federal Register for the 30 days, 
they serve copies on both the House and the Senate Committees so 
that our staff can see what thev arc up to over at HEW. 

A^Tien Ave get Mr. Hanlev's bill moving, I expect to have similar lan- 
guage for the Postal Service. We find it is helpful to be alerted ahead 
of time. 

I would appreciate it if for the record you would indicate to us, if 
there are seriotis reasons why this statute would not be applicable, and 
I am serious, because if this is the case, I think we ought to be fore- 
warned. 

Give us some examples at your leisure time in the next 24 hours or 
so. 

IMr. Cox. I would be happy to do that, sir. 
Mr. FORD. Within a reasonable time, because I look at the memo- 

randum how long it is taking yon to answer the interrogatories at 
the Rate Commision. You have 202 unanswered after 14 months. Of 
460 interrogatories served on you as of May 9, you had 202 unan- 
swered, 33 had been answered insufficiently on May 3, 8 months after 
most of the interrogatories had been served. 

Now, I am not being facetious when I point to this, because T still 
{\nj interested in your, suggestion hei'e that that statute would Tbe 
dilatory given the track record of how yon are operating now. 
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J would like your analysis from a legal point of view, not a policy 
point of view, as to why the Administrative Procedure Act provision 
would not be applicable to those fimctions of the Postal Service not 
specifically included. 

Mr. Cox. We wo\ild be happy to give you that. Congressman, and 
along that line, I think it would be helpful to all of us if we knew 
what specific areas that anybody is concerned with in respect to the 
APA. 

Now, we do know about the Private Express Statutes and, as far ag 
I know, there is no difference between any two people in this room 
about whether we ought to be following APA procedures with respect 
to private express statutes. 

Mv. FORD. Our staff has a hunch that it would be a good idea, and 
you, as a competent lawj^er, should be able to tell us why it would not 
work. 

Mr. Cox. I certainly shall do that, but it would be helpful as we go 
down the road if we have enough interchange to have in mind what 
the specific points of concern are. 

[The following information was furnished.] 
U.S. POSTAL SERVICE, 

LAW DEPARTMENT, 
Washington, B.C., July 22, 197^. 

Hon. JAMES M. HANLEY, 
Chairman, Subcommittee on Postal Service, Committee on Post Office and Civil 

Service, Bouse of Representatives, Washington, D.O. 

DEAR MR. CHAIRMAN : During the hearing of .Tuly 0, 1974, I stated that the 
Postal Service opposes section G of H.R. 15511, which proposes to place the 
Service generally under tJie administrative procedure provisions of chapters 5 
and 7 of title 5. This letter responds to Congressm.nn Ford's request at the hear- 
ing for a more detailed explanation of our reasons for that position. 

When Congress enacted the Postal Reorganization Act in 1970, it chose to 
indicate explicitly which postal activities should he covered by the rulemaking 
or adjudication provisions of the Administrative Procedure Act (APA), ratlier 
than to rely entirely on tl>e provisions of the APA itself to determine that 
application. Congress decided tliat the legal structure of the Postal Service 
should reflect its central character as a public-service Government enterprise, 
engaged in a husiness-lilie operation providing a connnunicatious service to the 
public. The rulemaking and adjudication i)rovisious of the APA are intended to 
cover more typical agency activities of a regulatory or program-administering 
character, whicli impose re.strictions on or selectively distrilmte Government 
benefits to the private sector. Since the basic postal function of collecting and 
delivering the mail was considered to require decisionmaking with a flexibility 
and initiative that neither adjudication nor notice-and-comment rulemaking 
could provide, only those remaining postal f\nictions which do correspond to 
the more traditional agency functions—including the rate and classification 
responsibilities of the Postal Rate Commission and the mailability re.sponsi- 
bilities of the Postal Service—were made subject to APA adjudication or 
rulemaking. 

Of cour.se, since even on its own ground the APA does not itself require an 
agency to engage in adjudication and requires notice-and-comment rulemaking 
only selectively, one would expect that for the most part, postal functions of a 
sort with which the APA was not designed to deal would not be disturbed by a 
general application of that statute to the Postal Service. In our judgment, a 
proper reading of the APA would conflrni tliat conclusion. The rulemaking pro- 
vision, 5 U.S.C. §553, is designed to cover propo.sed quasi-legislative determina- 
tions with direct external application, not actions of a predominantly internal 
or proprietary character. 

Nevertheless, courts occasionally have taken the position, we believe errone- 
ously, that the notice-and-comment procedures are required when internal in- 
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structions or proprietary actions are of substantial significance to outside par- 
ties. While we believe that section 553 fairly could not be read to impose such 
a requirement with regard to day-to-day decisions of postal management, we 
cannot say with assurance that our view would prevail in every case, or indeed, 
would succeed in any number of cases before a proposed action suffers the 
extended delays of litigation. Where such uncertainties are left in the statutes, 
there is a considerable potential for persons wlio have no intent to provide a 
real contribution to the substantive decision at issue nevertheless to delay a 
program of considerable interest to the public merely for their own private 
interest in such delays. 

In answer to a request by Congressman Ford for an indication of a specific 
area where such a disruption might be expected, I cited at the July 9 hearing 
the example of an internal instruction by postal management on how mall of a 
particular character should be assigned among carriers for shipment. Under 
the old Post OflBce Department, we had just such a ca.se in which we were pre- 
vented from putting into effect an internal directive to some of our employees 
to implement certain procedures to expedite dispatches of military mail to and 
from ovrseas bases. A court enjoined the proposed action—in our view, quite 
erroneously—solely on the basis of a failure to develop this internal instruction 
through a rulemaking procedures under section 553. Seaboard World Airlines v. 
Gronomki, 230 F. Supp. 44 (D. D.C. 1964). The court admitted that the carrier 
had no sulistantive right at stake and it was apparent tliat Seaboard World'* 
only interest was in obstructing, for as long as it could, a change in postal 
transportation practice that would reduce its revenues, because its service could 
not measure up to tlie new. higher standards. In the meantime, the public in- 
terest in quicker mail delivery suffered. Since many internal decisions of postal 
management witli regard to mail transportation and other procurement prac- 
tices and with regard to pick-up, delivery, and other local post ofiSce services 
may have a substantial effect on certain memliers of tlie public, the kind of 
interpretation of the notice-and-eomment requirement exemplified by the 8ea- 
hoard World decision could present problems for a broad area of decisionmak- 
ing currently committed to postal managerial responsibility and not easily han- 
dled in terms of traditional regulations. 

There is an additional place where a general application of the APA to the 
Postal Service would introduce unfortunate areas of uncertainty. The Postal 
fieorganization Act provides for a careful division of authority between the 
Postal Service and the Postal Rate Commission with regard to postal rate and 
classification matters. The Act ties the APA into that structure by requiring a 
full evidentiary hearing before the Commission on permanent rate and classifi- 
cation changes. In our opinion, if those .special provisions are retained while a 
more general requirement such as .section 6 is enacted, that explicit provisions 
for APA application properly should .still be read as the complete APA require- 
ment in the rate and cla.ssification area. However, again, these matters are 
much too significant to be dealt witli in terms of implication or probability. For 
example, the sole purpose of the authority of the Postal Service to Impose tem- 
porary rates is to provide the Postal Service a standy-by source of revenue 
necessary because of the delays encountered during a permanent rate proceed- 
ing, with its extended evidentiary presentation on the record. If section 6 should 
be interpreted to reouire a simultaneous notice-and-comment procedure before 
the Postal Service cnuid impose temporary rates, the purpose of the temporary 
rate provision would be frustrated. 

As I stated in my te'^timony on .Tulv 9, we have no obiection to annlying the 
APA to additional postal activities where there is some indication that its pro- 
visions are genuinely apnronriate. We agree, for eynmple. that Postal Service 
functions in reeulating the Private E-^press area are. to a con.sidernble degree, 
equivalent to the more usual reeulatnry agency activities to which the notice- 
and-comment provisions of section .553 generally annly. While we have followed 
the rulemaking route in that area as a mntter of policv. and would commit 
ourselves under our revised nroposed regulations to continue to do so in the 
future, we would not obiect to a sneciflo statutorr reouirojuent to that effect. 
However, we do opnose the nroposnl of section 7 of H.R. 15511 to go beyond what 
the APA renuire« and what we linve d"np in the oast and instead to make pro- 
posed re^nlntioTis under the Private Express Statutes subject to mandatory 
evidenHary hearings. 

•^e are aware of no reason to fan't the anni-oach taken bv Coneress four 
years ago in applying the APA to specific postal functions, as deemed appropri- 
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at». Where the object of legislation can be accomplished with clarity and speci- 
ficity, wisdom wimld seem to prefer n dist-iplined remedy to n looser "sliotg^un"' 
approach, whose cou.se<iueuoes neither the Congress nor tlie Postal Servit-e can 
identify with assuraiipe. I would lioin* tliat the Committee would identify si>e- 
eifically whatever problems it sees in tlie current arrangement, if any. and 
attacl: them directly rather tlinn in the manner proposed bv section 6 of H.R. 
15511. 

Sincerely, 
Lons A. Cox, 

General Coutiiel. 

ilr. Fonn. It comes as a great great siii-piise that anybody repre- 
senting the buieanciacy would ever come befoi-e a Congressional 
Committee and ask to be included under the Administrative Proce- 
dnres Act if they thought they could escape it. That is why we 
have it. and why the legislative branch fights so hard to apply it to 
actions of the people in the executive or in j'our case, a quasi- 
executive  

Mr. Cox. I hope you will forgive me; I cannot refrain from noting 
that we have followed it where we have not been required to follow 
it in the Postal Service. 

Mr. FORD. I want to find out why soniething yoti are doing would 
become a burden if you had to do it because of the law instead of 
voluntarily. 

Mr. Cox. 'We will be glad to get you that. 
]Mr. HAXLKY. Thank you. Mr. Ford. 
On the subject, why the delay in getting that material to the Postal 

Rate Commission, the inordinate delay. 
Jlr. XiCHoi.sox. T would like to comment on that. 
I was tempted to respond when Mr. Ford brought this up. These 

are two cases current, the rate case and the classification case. 
I believe you were citing interrogatories from the classification case. 
^ly recollection is that there are some 800 interrogatories filed on 

iis in that ca.se and manv of tho.se 800 were multipart questions, such 
as for each year since lOfiS). please state the number of employees who 
manned windows and the average hours each year and the average 
cost per man-hour and so on, so that one question is a large piece of 
research in many cases. 

At the same time. T do not believe that the numbers yon read are 
current numbers. T think we have made  

Mv. FoRn. >ray 9. 
Mr. Xir]ioi,.sox. T believe we have substantially cleared all those 

up and made a commitment to the Commission that we would Iw 
clean on interrogatories on the cla.ssification ca.se in the event that 
they would proceed in the direction that we thought we should 
proceed, namely, the piecemeal partial reclassification action. 

"We do not have a full-time staff available iust for working on in- 
terrogatories, or indeed on Rate Commission btisiness and quite 
the contrary, we are muler considerable pressure to keep our man- 
power at headquarters down and keep the employment out in the 
field where it moves the mail and so on. So that we sitnply do not 
have the horsepower to process 800 interrogatories of a quite difficult 
nature in the classification case while at the same time there are 
another 800 interrogatories in the rate case and there simply has to 
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be the application of some kind of priorities as to which must come 
first, and all cannot come at the outset. 

They all have to take a sequential position as we apply man- 
power and resources to the development of the answers required. 

Mr. FORD. YOU told the Administrative Judge in the motion that 
you filed, not that you were having difficulty answering interroga- 
tories because of your shortage of staff and so on, but that you had 
a massive study that had been contracted out underway, and that if 
time were given that the massive study would lay to rest most of 
the problems. 

Mr. NTCHOTSOX. NO. I do not think it is exactly that wav. In our 
opinion, as Mr. Cox mentioned, we are at a watershed. We would 
either proceed with the case as we had originally conceived it or if 
that were not satisfactory to the parties and the Commission, and 
if the Commission felt that they could not proceed in the direction 
which we had originallv intended, but instead wanted a basic 
reformation of the classificntion structure, then additional time was 
needed. The consistency of that is. T think, quite clear. At the outset, 
we had two years in which to make a submission to the Rate Com- 
mission. We said that the 2 years was not an adeouate period in 
which to do the kind of basic and fundamental investigation that was 
necessary to have a full fledged reclassification proposal. 

Since we had only a maximum of 2 vears in which to do it, only 
a partial solution could be proposed and that is what we did. 

The consistency comes out, T think, of the fact that when the Com- 
mission retained an orjranization to study the requirements for mak- 
ing a study of reclassification. that studv of the requirement's took 
6 months and the scope of Avork indicated in that R*^udy—which was 
the Arthur T). Little studv—indicates some $8 million of work in 
the market area and in the cost area which would occupy a 2-vear 
period. So that accoimts for 21,4 vears if there were no <raps in be- 
tween those steps, indicating that the path involved a 21A vear jour- 
ney when we had only 2 vears in which to make the proposal. 

So that the decision to .^ro with a partial proposal ra<-her than a 
fuUfledged basV reformation was, I think, the correct decision to 
have made at the outset. 

Tf +he Commission is unwilling or fee^s it imnroner to rro ahead 
with the partial solution and wants the basic solution, then it takes 
the kind of basic work necessary to make a bns'c proposal. 

Tt was not that we wanted to mnkp the studv that we could not 
answer the interrogatories. The interrogatories thems'^lves are a 
very considerable workload and they were not standin.tr alone. 
They were standin.<T side by side with an equal nnmbor of equally dif- 
ficult interrogatories in the rate case and there had to be some 
priorities that we would observe. 

Mr. H.\XT,KY. W^at do von anticipate the 1^74 deficit will be? 
Mr. NTCHOT.SON. Tt will probably be $400 million or more. Maybe 

slithtlv over $400 million. 
Mr. HAXIJ:T. "\^'7iat do you anticipate doinof. cominor nr» with that 

throu."-h a supplemental appropriation, eouity, or what? 
,]\Tr. NVrHOT,soN. No. sir.' Tt is not a supplemental anpropriation. 

This will have to be financed either out of net wbrth, which is difficult 
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to do, because that lias eroded coiisiderablj', or for the time being:, 
•sve are financing current operations by liaving borrowed $500 million 
last June 27. 

ilr. HAXLET. TO date you have spent about $500 million of bonded 
money for operating? 

Mr. XicHousox. Xo, sir. We have not spent it all yet. "We just 
borrowed it 10 days ago. 

ISIr. HAXLET. Then as we look down the road into the future, the 
1975 deficit could be even larger, could it not? 

Mr. XicHOi^ox. Yes, it could. 
Mr. HAXLEY. It would appear in the offing, you would have to be 

thinking about another rate increase? 
Mr. XicHOLSON. If the costs continue to rise, the revenue is going 

to be deficient. 
Mr^ HAXLEY. Then on top of the decision yet to be made by the 

Kate Commission, it would appear that it maj- immediately be con- 
fronted with another deliberation, is that a fair assumption? 

Mr. X^icHOLSON. We are not down that path far enough yet  
Mr. HAXLEY. But on the basis of what you said, it indicates this 

is a coui-se that we can anticipate. 
Sir. X^icHOLSOx. Yes. This rate case that is being pi-ocessed now 

is not the last rate case that the Postal Service will i-equire. 
Jlr. HAXLEY. You have an ongoing procedure there that appears 

to me at this jiuicture to be endless. 
Mr. TEAXLER. Mr. Chairman. 
Mr. HAXIJ:Y. Mr. Traxler. 
Mr. TRAXLER. I question your limitation of $500 million a year for 

operational expenses, is that correct? 
Mr. XiCHOLSOx. Yes. 
Mr. TRAXLER. Do you have any anticipation that you may be bor- 

rowing new sums in the new fiscal year for operating purposes? 
Mr. XiCHOLSON. Xo, that is not our current intention. 
Mr. TRAXLER. HOW do you intend to meet your deficit? 
Mr. XiciiOLSOX. The reason for the operating borrowing that just 

took place mainly was to return us to a more favorable liquid cash 
position so that we could finance our obligations on a timely and 
effective basis without distorting other decisionmaking. 

Our pay roll, for example, runs about $400 million every 2 weeks. 
It will average that during 1975. 

Our cash was doM-n to less than, oh, about $200 million or less 
than half the amount needed for a single pay roll. 

Consequently, we are simply replenishing our cash so that lack of 
cash would not distort other decisions. 

We will have a problem of debt financing of some kind, either 
out of equity or out of cash reserves as we move into 1975. Part of 
the question mark would be removed if the rate case were to be 
concluded, and permanent rates were to be installed. 

Mr. TRAXLER. Sir, if memory is correct, you borrowed $250 million 
earlier. Can you tell us what the status of that debt is? 
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Mr. NicHOLSOx. Yes, that bond issue is for a 25-year period. The 
funds have been applied and none of those funds remain. We have 
additional obligations. We have some $2 billion worth of commit- 
ments in the pipeline that have not yet been liquidated so that as 
those bills become due, as equipment is delivered or as construction 
reaches a point where progress payments are required, we have some 
$2 billion of need-to-speed money already committed. But we have 
not yet needed to disburse the funds so there will be a requirement for 
additional boi'iowing for capital purposes to liquidate those obliga- 
tions in the pipeline. 

Mr. HANLEY. Mr. Traxler, you still have some time. 
Mr. TRAXIJ:R. Thank you, Mr. Cliairman. 
Having only recently come on the committee I have exhausted 

my inquiries. Tn dealing with my own checking account I am glad 
I do not have the problems the Postal Service has. 

Mr. NicHOLSOx. Would I be presuming if I connected up with one 
of the provisions in your legislation ? 

Mr. HANLEY. GO ahead. 
Mr. NICHOLSON. This has to do with annual authorization that 

you and Mr. Cox were discussing earlier. The annual authorization 
makes financing quite difficult. For example, in preparing the rate 
case that is now current, which was submitted last September 25, 
the data on volume, revenue, cost and so on are based on the 
test year, which under the Commission rules of procedure in the 
case of the last September submission was fical year 1975. 

Now, in that case, we assume $920 million of revenue in 1974 
from the public service appropriation. 

If the annual authorization were a requirement, we would be 
sittijig here now, let us say, considering the authorization. 

Well, we would probably have the authorization by now, but we 
would be considei-ing the appropriation for 1975. A rate case Avould 
involve a future year, and sitting here now while we would not know 
what we were going to have for 1975, we Avould have to been esti- 
mating or anticipating what we would have for 1976 or even for 
1977 in the preparation of a rate case. 

If we assume one figure and then subsequently a different figure 
came out, we would have a serious problem of amending that case 
either increasing or reducing the requirement from the postage area 
so that the case would seesaw back and forth before it would ever 
drop out. 

I am not being insensitive, I hope, when I say this, but the au- 
thorization appropriation process usually does not lead to a final 
appropriation action until 3, 4 or even 5 months into the fiscal year 
that is then current. Our problem is to deal not with that year but 
with a future year which is all the more uncertain in the planning 
process. 

Mr. HANLEY. Again, on the bnsis of what you said, the future is 
certainly anything—the fiscal future that is, is anything but rosy, 
and I a"m sure that the committee would be delighted for you to— 
and your associates—come on up and show us how you are going to 
keep this institution afloat without very drastic deficits and without 
continuing increases in the cost of mail rates. 
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that yon have got a bad matter tliat is going to continue to get worse. 

Xow. you can correct me if I am wrong, but you have ssiid that 
lip to this point you have dipped into the bonded money to the 
tune of about $50() million. 

jNIr. Xicnoi>sox. For opeiating purpo.ses, yes. 
Mr. HANIXT. For o])eniting purposes. You iiave said that the an- 

ticipated deficit for 107+ would lx> alx)ut $4tK) million. 
Mr. Xiciioi^ox. Yes. i?4<H) million. 
Air. HAXLF.Y. We have ali-eady covered the groiuid wliereas. ap- 

parently by the time the Rate Commission makes its final decision 
on the most recent rate increase, it will then be faced with another 
application for a rate inci-ease. 

Is this correct ? 
Mr. Xicnousox. AVe have not reached that point. 
INIr. HAXFJ-.T. But isn't it rather apparent on the basis of all that 

•was said here. 
Mr. IvLAS-sEX. I think your as.sumption is correct. 
IMr. HAXI.KY. That is the way we look at it. We would like to he 

told something diffei-ent. If we could be sui-e that there would be no 
further rate increases, we could strike fiom this legislation the sug- 
gestion that you be subsidized up to 20 percent. But it is not at all 
apparent that you are going to be able to prevent further rate 
increases. 

"^^lien was the most recent bond issue? 
Mr. XicHOLSox. June 27. 1974. 
INfr. HAXI.KY. "\^niat was the interest rate on those bonds? 
Mr. Xiciioi,sox. This issue was finniiced from the Federal Financ- 

ing Bank, and it is a 1-year tej-m and the interest rate is 9.3 percent. 
Mr. HANI.ET. 9.3 percent and tlie previous issue, when was that? 
Mr. XicHOLSox. February 1, 1972, at 6% percent for a 25-year 

term. 
Mr. HAXIJ'.Y. I see. Yon are aware of what is happening in the 

money mai-ket today. It .suggests anothei- overhead problem. 
Mr. BAILAB. The Federal Financing Bank is a recent creation as I 

am sure you know, and it has been their policy to allow the Postal 
Service and other gi-oups to borrow at appi'oxnnately the rate they 
borrow at plus what I am sujiposed to call a nominal service charge. 

I think it is too nmch but that is not an issue hero. The rates we 
pay them, the 9.305 percent was based on the current borrowing rate 
that the Treasury has to pay. 

Mr. HAXI,EY. Based on the overture by the Cliase IVfanhattan Bank 
in New York, you M-ill be paying 15 percent the next time you go 
to the well. 

Mr. BAILAR. Part of the reason we borrowed for 1 year was an an- 
ticipation on our part that long-term rates might be lowei- next year. 

Mr. HANEKY. Mr. Doreey, with regard to the bulk system, what 
is the total cost? 

Mr. DoESEY. We estimate it to be $950 million. 
Mr. HAXLEY. That provides for 24  
Mv.  DoRSEY.  Twenty-one  bulk  plants  and  12  auxiliary  service 

facilities. 

37-485  O - 75 - 6 
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Let me explain, the iinxiliary service facilities are 12 post offices 
that we are going to nise a combination of bulk and a regular post 
office. You have to do modification to existing post offices. 

Mr. HANLEY. These, I assume, are very sophisticated installations? 
Mr. DORSET. NO, they really are not, Mr. Chaiiman. They are in- 

dustrial type operations, with the heavy emphasis on mechanization, 
•with sack sorters, and parcel sorters and loading equipment for 
tractor-trailers. 

There is nothing complicated about it. They are giant mail process- 
ing plants where parcel post and sacks of third-class mail can be 
handled basically mechanically. 

Mr. HANLEY. How do they compare with United Parcel in- 
stallations? 

Mr. DORSET. They are bigger. United Parcel handles only parcel 
post. These facilities handle parcels, and sacks of third-class mail. 

Mr. HANLEY. HOW do the sorters compare with those of United 
Parcel? 

Mr. DORSEY. Ours are different than those of United Parcel. I 
understand they use a pretty simple sorter, a very simple kind of 
distribution system. 

They do not have to make as many separations as we have to make. 
Mr. HANLEY. SO, in essence, yours are more sophisticated? 
Mr. DoRSEY. In that comparison, they would be. 
Mr. HANLEY. While on the subject, what pei'centage of the parcel 

business in the counti-y does the USPS now enjoy? 
INfr. DoRSEY. I think it is about 40 percent. 
Mr. NICHOLSON. Yes, I would say about 40 percent. 
However, there is a lack of comparability hci'e, Mr. Chairm.an. 
In the case of what we call zone rated parcels which is the business 

that United Parcel is in. they have a larger number of parcels than 
we do. We have just under 500 million of such parcels but we also 
handle fourth-class catalogs; special-rate fourth-class material such 
as books, library materials. TCCOTXIS, tapes, films and so on; and 
library materials, so that the total number of foui'th-class items 
that we handle is close to 900 million pieces. This is larger than the 
UPS parcel business. Their parcel business is bigger than our 
equivalent business. Our total business in the small-shipments in- 
dustry is larger than theirs. 

Mr" HANLEY. DO they account for the other 60 percent? 
IMr. NICHOLSON. NO, there are a number of other carriers in the 

parcel business. 
Mr. HANLEY. Mr. Ford? 
Mr. FoRo. I would like to pursue on page 2 of Mr. Cox' statement, 

where makes a point toward the middle of the page that this pro- 
vision would favor certain competitors of the Postal Service who 
carry these types of materials. 

You are talking hei-e about the parcel post. You say this: These 
competitors do not serve all the Nation as we are obligated to do. This 
is a statement that got me into some difficulty a while back. They tend 
to concentrate where the cream is richest. I think I speculated that 
perhaps the competitors of the Postal Service were creaming the more 
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profitable busi)iess. The United Parcel Service, who are pretty big 
operators in my district, ainonp others, objected. I went over and 
took a look at their operation and submitted to a briefing which was 
really an eye-openei' to me. and leally snrprised me. 

Now, yon have heard of creaminp, bnt I discovered for example, 
that there are some States where tliey are not operating. '\Mien I 
asked why. they made the assertion to me tliat the United States 
Po.stal Service is opposing before the ICC the extension of their 
routes into the balance of the 48 continental States that they do not 
now serve. 

Is there such a policy with the Postal Service and why would you 
oppose them if you aie suggesting that they are unfaiilv competing 
because they are creaming the business in the more profitable areas? 

My recollection from looking at the map is that we were talking^ 
pretty much about Rocky ^fountain States. 

lyir. Cox. Yes. 
Mr. FoRu. A^liich T would not consider too creamy. 
Mr. Cox. Would not consider to be what? 
Mr. FORD. I would not consider the Rocky Mountain States to be 

cream. Most shippers liave regarded that as a hell of a place to 
send something because it costs a lot of money to get it there. 

Mr. Cox. I guess some of it is more like cream than the rest of it. 
In Arizona, UPS is trying to extend its operating rights throughout 
the State whereas tliey now operate in Phoenix and Tucson and 
two or three other larger areas. 

On the ICC proceeding that you asked about, we did request the 
ICC somewhat belatedly, as T will explain, about a year ago—I am 
a little hazy as to the date—^for permission to intervcTie. We did 
so in the aftermath of a decision by the Adm!)iistrative Law Judge 
which said, as I recall it, that the Postal Service has not come fore- 
ward to indicate tliat it has any interest at all in Wing heard in 
this proceeding, and this is a little bit surprising. 

The I"'^PS, I think, had come forward and said that it was very 
much in the public interest to extend their operating lights in the 
Moiuitain State areas, and in saving that, they made some less than 
complimentary remarks about the level of parcel post service that 
we wert^ offering at that time in that area and, as T said the Ad- 
ministrative Law Judge, apparently found it strange that we had 
not come in to defend ourselves at all. 

There was certainly language in his opinion that would lead one 
to see that. After we saw that, we did seek the permission of the 
Commis-sion to intervene in that ca.se, and we called it to the at- 
tention of the Commission that it might want to look into the oue.s- 
tion of whether it would be in the public interest to extend T^PS's 
operating ri<rhts in light of the Mmnell decision by retired Justice 
Clark in which the pretty well laced T'PS up and down with respect 
to its business practices in California with respect to unfair com- 
petition and the like. 

Mr. Fonn. That is a separate question. I am not getting now into 
the question of whether they danu^ge more packajre.s. or whether 
they treat their customer as well as they should, but I had made this 
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assertion that they make a profit because they take the easiest part 
of the country with the highest concentration and that is where they 
deliver. 

I might say driving through Indiana coming along a back road, 
I almost collided with a T'PS truck coming out of a country lane. 
So they are going into the boondocks in some places. They showed 
me a map. and in tlie State of Xebraska—and you went to scliool out 
there—with 75 percent of the population living from the middle of 
the State to the eastern border, maybe 80 percent of the population, 
or higher, they are allowed to function in the highly populated area 
of Nebraska but they are not taking care of the cockleburs out in the 
western part of the State. 

So, my question is. "Why aren't you out there?" 
They produced a statement that they had applied to take the rest 

of Xebraska in. tliat tliat was part of the application before TOO 
and that vou are objecting to that. W]!}' would you object to that 
kind of distinction, if. in fact, the reason that thev are more com- 
petitive financially is that tliey are creaming Omaha and Lincoln? 
Once you get past there, past Omaha and Lincoln where are the 
people? They already have the cream. Wliy don't 3'OU let them de- 
liver it to the people in the sandliills. too? 

Mr. Cox. If you are speaking about a Xebraska proceeding, that 
is news to me. 

jNIr. FoRn. ^\Tien you go west of there, you have an interstate 
movement. T guess tliat is M-liere the ICC comes in. 

]\[r. Cox. That might be the case. 
The T^PS does piovide for a pickup charge before they will pick 

up parcels from a customer. That kind of procedure. I suspect, 
tends to screen out the small .shipper, the fellow who is "uncreamev." 
if you will. To a casual parcel-a-week shipper, or something like 
that, a pickup charge of $2 or $4 a week misbt seem like a lot of 
monev. To a fellow who is shipping in quantities dnv in and day out, 
a pickup charge of $2 or $4 a week will not seem verv much. 

That might separate the cream from the milk a bit. 
INIr. FORD. They also provided door delivery instead of delivery 

to the nearest post office. 
Their contention is that by giving i:he additional service even 

thousrh they are charging more monev. people are willing to pav it. 
Now, I am concerned with your statement to the committee today 

that thev are ci-eaminq- tlie better part of the business because they 
do not serve all the Nation. 

Thev scT've 40 States and they contend to us that thev are seeking 
to ^et into the other S States and ns a matter of policv. the Postal 
Service is objecting to tlieir being in some of those 48 Stntes. 

lilr. XTCTIOLSOX. Our objection is not on geo.Traphical grounds that 
thev should or should not be in the other eight Stntes. but there is 
another phase of the hearing examiner's opinion that caused us 
to seek the case. This part of his decision was that the eight States 
and the tacking rights that they are after would be firanted with a 
condition precedent. The condition precedent was that they would 
liquidate a dual business they are in, a contract business as well as 
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a odmiuon carrier business, and that clianged the terms of com- 
petition throughout the rest of tlie countiy. so that it was the opin- 
ion of tlie hearing examiner in establisliing this condition precedent 
that suddenly affected our interests throughout the country. We were 
not concerned about the geograpliical extension and. as Mr. Cox 
pointed out. througliout the hearing botli UPS and tlie law judge 
commented unfavorably at our absence, indicating that obviously we 
•were disinterested, and we did not care about serving this country 
and only UPS was interested in serving the country, and I must acf- 
mit tliosc are rather stinging words. 

Wo refrained from inteivening with the development of UPS, 
whicli is a fine company and has done an excellent job for the class 
of customers they serve, but our reward for not intervening was to 
have our absence used as evidence that we didn't care about service 
to the country and that UPS should, therefore, be given these ad- 
ditional rights. 

Mr. FORD. The record will show when Mr. Cox's predecessor was be- 
fore this conunittee, we asked about a similar situation. Maybe the 
judge had read the language of tlie Federal judge down in Oklahoma 
City, who said in cllecl, "Where is the Postal Service?" when the 
Postal l"nions went to court to try to restrain the activities of the 
competing .service. 

At tliat time and one of your recommendations later in your state- 
ment was that you should be allowed to i)roceed without going 
through the Department of Justice, and I will be a supporter of you 
on tlutt at this point but at that time, the excuse given by the Postal 
Service for sitting around as long as they did in that case was that 
they were having trouble getting the Department of Justice to OK 
the court intervention. 

Mr. Cox. That is correct, Mr. Ford. In that case, we really were 
not sitting around and we really were finding that working through 
the bureaucracy did take time and we really were poised to go into 
court when the National Association of Letter Carriers in effect beat 
us to the courthouse door. But I welcome your advice that you may 
support us on that provision that would give us control of our own 
litigation. It would lie of help to us. 

Mr. FORD. I recall that instance liecause this is a second time that 
a judge or an administrative judge in this case had made an ob- 
servation diii-ing the couise of something, "Whci-e is the Postal 
Service if they are intei-ested in that case." The I'nions were scream- 
ing for your intervention, because tliey were lieing blackjacked by 
the opinion at least suggested by the judge that this was only a 
matter that the employees Avere interested in and there was not any 
overriding public interest or the Postal Service would be in there 
fighting for it. 

Mr. Cox. A? you may recall, sir. we did in fact intervene as amlous 
curinr in this case. We were not completely out of it. We came in 
late because of this bureaucratic business that we talked about a 
moment ago. But we did make our interest known, and we repeated 
that, if I remember correctly, on appeal in the 10th circuit when the 
court in Denver affirmed tlie Oklahoma decision. 



Mr. NTOHOLSOX. Could T go back to tlie creamvng a minute? 
I started to say that the creaming is not based on a geographical 

exchision. I believe it is based on the nature of the origin of parcels 
and the nature of the delivery of parcels. 

My recollection, aiid T know there are experts in the audience, 
and that thev will probably correct this if T am wronjr. but here 
in the Washington area for example, \\c probably have 100. 1.50. or 
mavbe more points to which the public may bring us parcels, either 
in bulk or one at a time, over the counter. ' 

TIPS has a single facility in this creTieral area, at Landover. Md. 
The consequence is that not manv individuals bring their parcels 
to Landover. Md. So that the kind of people that know how to set 
access to United Parcel in this area have that ouantitv of parcels 
that makes it worthwhile either to transport them or have them 
picked up for a pickup fee. 

The conspcjuence is that the general nature of the TIPS business 
is a multiple group of parcels tendered at one time, which is a busi- 
ness customer. 

Geiierallv those narcels. in their common carrier business, sro to 
business arlrlrpsof-o. So th.if- their deliveries "'•p more than one parcel 
at a time. Tt is this kind of business, of mul*^iple parcels at the point 
of onVin. and at delivprv that distino'u.ish this from the one-at-a-tinne 
over the counter and one-at-a-tim.e deliver^' to n household. 

I am savin<r that only to characterize the differences, not in any 
wav to say that that is wronjr. Tt is not. Tt is an excellent business 
and thev serve that type customer extremelv well, and they do it 
at loAver rates over some 35 percent of the volume. 

The TTnited Parcel imdeT-nrices the Postnl Service bv this mucli. 
However, as that multiple shipment ki"d of business pro<rresses, 

disappears from the Postal Service, and is taken up bv other car- 
riers, the Postal Service tends to become more and more purelv a 
one-at-a-time parcel collection and delivery service, which is quite 
expensive. 

Mr. FoRn. Rut vou have taken steps to cut that o\it and vou no-w 
have a Teonirement with respect to parcel deliverv in rural areas 
that vou have to have a certain densitv of customers? 

Mr. NTCHOLSOX. No. that does not applv to parcels. '\^niere we apnly 
rural service, the density has to be one family to seven-tenths of a 
mile of road. 

Mr. FoRn So. if T were Sears, sending pfcdominantlv to rural peo- 
ple. I would have a greater percentaofe of deliveries to the door by 
dealino' with them rather than vou? 

Mr. 'N'lOTTOLSOX. No, sir: T do not believe so. Thev cannot handle 
Sears business, as T understand it. because thev mav not deliver 
from a retailer to the end user in their common carrier business. That 
is the conflict with the contract service that T was speaking of and 
that would be linuidated under the recommended decision of the 
administrative law iudge. 

So right 710W it is our belief, mv belief subiect to counsel's crir 
ticisms, that the Sears-TJpebuck business, for example, may not he 
handled by United Parcel. 
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United Parcel would handle shipments from a wholesaler to a 

retailer, but not from the retailer to the end customers under their 
common carrier business. 

They do have retailers and customere in their contract business, 
•which I think is where they started, dcliverinc for department 
stores downtown out to residences in the noif!;hborhood. 

Mr. FORD. I still have more to learn about this, obviously, because 
one of the things I saw being started at this hub that fascinated me 
were plastic bags filled with rolls of wall paper, where people were 
ordering a specific pattern with a specific number of rolls. I was 
surprised they would be willing to take the risk of putting this 
rolled-up wallpaper which is not the easiest thing to keep intact, 
in plastic bags and they were going through there by the thousands. 
I started looking at some of the places, and they were going all over 
the place. 

Every little place you could imagine in the State was represented. 
So, I imagine that was some kind of a retailer that was selling 
wallpaper to somebody. 

Mr. N1C1101.SOX. Yes, and we handle baby chicks and live bees and 
mufflers and tires with just tags on them. Expensive kinds of busi- 
ness, particularly when the shipments go one-at-a-time to widely 
scattered recipients out on rural routes. 

I must correct a misstatement. T said UPS is onlv in Landover, 
Md. They actually have four plants in this area. Our hundred or 
more locations are convenient for far more shippers of individual 
parcels tlian their four. 

Mr. FoRn. I am not here to defend UPS but I have been operating 
under some of the same assumptions that are contained in the state- 
ment and have recentlv been brought up short, at least to the degree 
that I observed in Michigan. As a matter of fact, the assumptions 
I had about why the Post Office was losing its business no longer 
hold water. 

The statement is thrown aroimd more or less conptantly that this 
one company now in many parts of the country' is delivering more 
pieces than the Postal Service, and like anv other business, if the 
word gets out that somebody else is doing a bettei- job, for whatever 
reason, and public opinion begins to go that way, you may not be 
carrying any packages. You will be left with the baby chicks. 

Mr. NTCIIOLSOX. Yes, the baby chicks and the tires and tail pipes 
and the bags of seed for rural areas which have long distances and 
expensive deliveries. 

Mr. FORD. Let me ask another question of Mr. Cox if T might. 
In commenting on sections 2 and .5 of the chairman's bill at the 

top of page 3, section 2 proposed an anYiual budget to be submitted as 
an independent appropriation. 

I say section 5 proposes to submit the appointment of all five 
Commissioners to confirmation by the Senate. This is a sentence 
that I need explaininn:. 'While we would defer to the Commission 
and the Congress on the advisability of these changes, we would em- 
phasize our belief that every effoit should be made to insulate the 
Commission and its decisions from the possibility of any improper 
influence." 
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Now, would the improper influence tliat you are talking about 
here be the Senate committee in the process of confirming, by the 
process of advise and consent" or would it be in the pi'ocess of con- 
sidering at the White House and the Budp'et Bureau the separate 
budget of the Rate Commission or both ? "\Miat is the improper in- 
fluence here that you are warning us about? 

Mr. Cox. Mr. Ford, perhaps T can best answer that in this way. 
While the postal reform legislation M'as out on the draftinir table, if 
I can use that expression, some thought was given downtown as to 
what would be the most appropriate treatment for the Eate Com- 
mission budget. Now I could not identify the view T want to express 
as that of any particular pei-son—T do not recall it that well. But 
there was a sense in the room, if I can speak fi.o'urativelv, that pos- 
sibly if the Eate Commission's budsret were subiected to the normal 
process of appropriations and so forth up here in the Coupfress. there 
might tend over the years in one way or another to be a little bit in 
the way of indirect improper influence on Commission decisions 
seening in aroimd the edges. 

This was not a firm prediction and T cannot tell vou that it was 
based on anv particular experience. It was based perhaps on a gen- 
eral sense of what may have happened in some regulatory commis- 
sion, or may have been alleged to have happened. 

Mr. FORD. "\^TIO decides on the level of expenditure now for the 
Rate Commission? 

Mr. Cox. Now, the Eate Commission submits a budget to the Postal 
Service. This is covered in section 3604 of title 39. 

Mr. FORD. Presently, the Rate Commission submits its bud<Tet to 
the Postal Service, the Board of Governors ultimately decides on 
the budfljet, risht? 

Mr. Cox. The budr'et is considered to be approved unless the Gov- 
ernors—the Presidential appointees—unanimously cut it and that 
has not happened. 

Mr. FORD. What you are telling me is that vou are not concerned 
about—let us use your word—"improper" influence from the Postal 
Service which is in srreat contention right now with both the chair- 
man and myself with respect to rates and classifications, even thovigh 
you are contending with them about vour position. You are not 
worried about an improper influence by the Governors on their 
budget but you are worried that, if Conjrress were the bodv to make 
the decision on the level of funding for their operations, they might 
exert improper influence. Is that a fair characterization? 

Mr. Cox. I would prefer to characterize this part of the statement 
as simply an expression of a point that the committee may wish to 
consider. I would not want to go bevond that. 

Mr. FORD. Whoever determined to level the budget might exert 
direct influence on the philosophy and conduct of the Rate Commis- 
sion by the withholding or suggested M'ithholding of a portion of 
their request for funds and there is nothina; new about that sort of 
thing. Everybody knows that that is one of the reasons why appro- 
priations committees are regarded in the State legislatures and here 
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in Congress as powerful committees, becaiise the power of the purse 
carries with it certain persuasive powei-s. 

If that is jour suggestion. I can understand tliat. but in light of 
the fact that the present budget is handled by the Board of Gov- 
ernors when they are at times contending with this Commission, it 
seems to me that we are almost begging the question. It comes down 
to whether you trust the elected people in Congress more than the 
appointed people in the Board of Govemoi-s. 

Mr. Cox. As you weigh the alternative risks, though, ilr. Ford, 
there are a couple of points that are worth mentioning. One is that 
the Governoi-s, I think, can probably be counted on to be highly ob- 
jective—they do not speak for any particular kind of msjiler or 
class of mail which is in competition with other kinds and classes in 
the ratemaking process; they have only one "reason for being" and' 
that is to represent the public interest. 

Perhaps more practically important is the point that under the 
statute as it is written, as you of coui-se appreciate, there are serious 
doubts on whether the Governors would ever actually cut the Rate 
Commission's budget. It can only be done by a unanimous written 
decision and there are nine of them. It only takes one holdout to 
make it impossible to cut it. In fact, the way it seems to have worked 
so far is that there has been no apparent desire on the part of the 
Governoi-s to do anything which might permit anyone to say that 
they are preventing the Rate Commission from having the resources 
it feels it needs to do its job. 

Incidentally, one possible alternative suggested in another bill 
was simply to give the Rate Commission a "blank check" and let 
them draw on the Postal Service fund without any review by any- 
one. We think such a "blank check" authorization would be most 
unwise. 

Mr. FoED. Of course, whatever they do is reviewable anyhow by 
the Board of Governors. 

Mr. Cox. No, I do not think an administrative decision to spend 
money would be reviewable. 

Mr. FORD. YOU are not Avorried about an undue influence being 
imposed. I thought you had explained that there might be a way for 
a special interest user of the mail to use the pressure of the appro- 
priations process to apply pressure to ultimate decisions made by 
the Rate Commission. 

Mr. Cox. Right. 
Mr. FORD. Now, in the case of the Governors, they not only would 

be able to do that, but they also haA^e the right to review a rate 
proposal by the Rate Commission after it has been made. 

Mr. Cox. Yes, sir, although—m actual practice—a limited right 
to do much about it. 

Mr. FORD. You went on and said you wanted to preserve that, that 
was an emergency brake that would be used only in special cases 
and so on. 

Mr. Cox. Yes. 
Mr. FORD. When you were talking about that, you were giving 

that as reasoning why it was not necessary for us to have an anuual 
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autRoi-iziiig procedure Avliich would subject everybody iuvolved to 
coming before this committee and the Congress on an annual or 
maybe a semiannual basis. While the chairman has su2;ge?ted annual 
authorizations, it might be possible to stretch that out in some 
fashion to overcome the administrative problems that you mention 
here, so you would have advance notice. 

But in talking about the principle of whether you should come 
here or not, what you come down to in .both of these instances is 
the question of whether or not you trust the arm of the electorate, 
the Congress, to make these kinds of decisions, and I take it yon 
are saying we would have more influence on ratemaking if the Rate 
Commission came to Congress than if it got it as part of the overall 
appropriation and income from the corporation. 

Mr. Cox. Well, I do not want to be rigidly definite about this, 
because I don't claim to have that firm a view of it. I think it is 
a judgmental matter. All we intended to do was to suggest, as I 
tried to explain earlier, that there is a point there to be considered 
by   your  committee. 

Ml'. FoRo. Xow. what about the second phase of it, the confirmation 
by the Senate? A^Hiat is wrong with that? 

Mr. Cox. We have no objection to that. T suppose the paragraph 
you mention could be writtei\ more artfully. Let me be more explicit 
than the written statement is. 

With respect to section 2, the colloquy you and T have just had 
repi'esents our position on that. With respect to section 5, relating 
to the confirmation of Commission appointments by the Senate, 
the conditional clause of that last sentence is applicable to that one, 
but the part about improper influence has not got anything to do 
with that. 

Mr. FORD. Would you support that portion of the biH in section 5 
that would have the commissioneis subjected to confirmation by the 
Senate? 

Mr. Cox. We would cerainly have no objection to it. Tn that 
sense, I guess we would support it. It is not a thin"' where we could 
bring expert knowledge to help you make a judgment so we have 
less to say about that, if vou will, than we do about other sections of 
the bill. 

Mr.  FORD.   Thank  A^OU,  INTr.  Chairman. 
Ml'. HAXLKY. Thank vou. Mr. Ford. 
Mr. Dorsey has left the room but T note in response to my ques- 

tion r-elated to the costs of the bu^k mail svstem, he advises that it 
would be $950 million. I further note that this is the same figure that 
was projected in 1971. 

Could either of you gentlemen tell us how vou have managed to 
stabilize this through these several years of inflation? 

Mr. BAILAE. Mr. Hanley, I think I would make two comments. 
First, there have been some individual facilities or individual pieces 
of equipment in this total that have gone over. There have be^n 
others that have not. 

Mr. HANIEY. Tliey have gone over? 
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Mr. BAILAR. Some individual units of equipment or particular 

contracts on. say, the masonry for one of these units. It has not been 
unifoini that everythinfr stays within the limit. 

The net has been equal  
Mr. HANLEY. The same number of facilities? 
Mr. BAILAR. Yes, sir. 
Mr. HAXLET. And 7io modifications? 
Mr. BAILAR. Nothing of significance, no. I think perhaps most 

credit proes to the people who estimated the cost orifrinally for their 
continue7icy planninjr. 

]\fr. HAXLET. SO tlie fifrtne he mentioned today is an accurate one? 
Mr. BAILAR. Yes, sir, and at this point our best estimates are 

that wlien all is said and done iii the fall of 1975, this will be within 
the prescribed limit. 

Mr. HAXI.EY. The whole packajre will not ha'/e cost in excess of 
$9r)0 million, which was the figure projected back in 1971? 

Mr. BAILAR. Yes, sir. 
Mr. HAXLET. We can talk a moment or two about cost ascertain- 

ment. Tlie feelinfr T "et is tlmt this is one of the <rront shortcominjts 
Avithin your entity. You really do not have a method of accurate 
cost ascertainment. 

Has it improved at all over the course of thee vears? 
Now, mind vou, this is really tlie fundamental tool that tlie Postal 

Rate Commission has to work with, if they are going to be fair with 
the American public or the mnilers. 

The Washington Post, and T do not know where it p'ot t^^e figure, 
but it said that first class mailers were being overcharo'ed to the 
tune of $1 billion, ns T recall, and this, of course, relates to this funda- 
mental of cost ascertainment. 

So what about your pT'ocessin!!: of cost ascertainment? 
Has anything happended to it over the course of the last several 

years ? 
I go back some venrs ago during the tenure of l\fr. Packer. This 

was an overture that was under way in concert with research and de- 
velopment which would have, T think, accomplished a prettv .q-ood 
system of cost ascertainment. What is the nre'^ent s^'atus of tbat? 

Mr. NTriioisnx. Cost ascertainment has undergone a revobitionarv 
change. T think it is not correct to say that it is inaccurate. There are 
improvements that could be made in it. 

Mr. HAXLEY. Tlie Rate Comr"ission contends that it is. 
Mr. NICHOLSON. NO. sir. T think thev sav it is incomplete, and 

thev do not a^rf^e entii-ely with the concept, but the argument or 
differences of opinioii nbout the concept are different from the dis- 
agreement about the quality. 

Mr. HAXLEY. The information provided me from tl^e Commission 
less than 2 weeks a^o was that it was highly inadequate. 

Mr. NTCIIOLSOX. Tnadequate. ves. 
Mr. HAXTEY. What is tho difference? 
Mr. NTCIIOI.SOX. T think there is a great deal of difference. 
Mr. HAKT.EY. Explain it. 
Mr. NTCIIOLSOX. Yes. sir. There are a verv lar.Te numbei' of specific 

rate cells or classes of mail and subclasses of mail. Some of them. 
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the number of units in that rate cell are very, very small.  For 
example  

Mr. HANLET. NOW in layman's language what is your process of 
determining—how do you go about it now? How lias it changed? 

Mr. NICHOLSON. Let me trace some of the history. The original 
cost ascertainment was pursuant to a law passed in 1926. It called 
for fully allocated costs. From 1926 to 1970, I believe it was, the old 
Post Office Department was subjected to all the attacks that could 
conceivably be brought against the philosophy of fully-allocated costs. 

In 1970, the system was changed to a marginal cost finding system, 
and now we are told by some that marfrinal costs are apparently not 
right and that we should have fully distributed costs. 

Now, I think that is basically the feeling of some elements in 
the Kate Commission staff, that we should have fully distributed 
costs, or something approaching fully distributed costs instead of 
marginal costs. 

Now, that is a philosophical or a judgment issue. It is our con- 
struction that marginal costs are the most useful and the most fair 
instrument foi' measuring costs for ratemaking purposes. 

Fully distributed costs serve some pitrposes and perliaps because 
one is making a lot of mathematical calculations, hnviii.ff previously 
made judgments, it has the appearance of a fourth-decimal place 
accuracy. 

But that foui-th decimal place is based on a judgment that has 
been made long before.  

On marginal co?ts, we make calculations and then applv some judg- 
ments as to that part of the cost that is called institutional. 

Now, that is the conceptual difference. For manv vpnrs. whatever 
it is, from 1926 to 1970 is 44 vears, we had fully distributed costs 
and those were wrong—we had full allocated costs under the cost 
ascertainment system as it was orijiinally created. 

My belief is that cost ascertainment was a blunt instrument. 
It does not assign rates to classes of mail in an appropriate manner 
for the public, the mailer or the postal establishment. 

Switching now to 1970 and marginal costs. T believe we have to 
improve the quality of our data in order to find the co'^ts for mar- 
ginal costs. We have two things to do to find that marq^inal costs. 
One, we have to find out the amoimt of mail that occurs bv rate class, 
and we have to find the amount of cost associated with that mail by 
rate class in order to get a cost per piece or some such relationship. 

I started to say that some of these groupings are quite infreouently 
encountered. One that T happened to think about recently is con- 
gressional franked mail that is registered with a return receipt 
requested. 

Now, to determine how many pieces of mail make up that total 
universe through a samplinc svstem, if one month you fret one and 
the next month vou get two, which would not be inconceivable under 
a random sampling system, you apparently have a 100 percent 
increase in usage. 

Now, that is a very unstable figure. 
Meanwhile, you are measuring costs, and maybe the cost stays con- 

stant, but those costs spread over one piece of mail or two pieces 
of mail make a very different figure on costs per piece. 
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The rate must "Be estaLilshed to recover at least that cost. One 
month's measurement would indicate, let us say a rate of 20 cents 
and the next month a rate of 10 cents, because two pieces occurred 
in the samj^le that month. That is what I mean by quality of the data. 

We do not have that kind of depth of data that is reliable with a 
high degree of confidence for all of the subclasses of mail. We have 
been doing some studies of how to increase that reliability. In order 
to get a 95-percent confidence factor over the whole spectrum of 
mail would cost us,  we estimate, $200 million a year to do the 
measurements. 

Now, in some of those cases, the cost of measuring the mail that 
makes up a rate class would exceed the revenue that we receive from 
that class. To spend that money does not seem to be prudent or sense- 
making or in the public interest—to spend more to determine what, 
the data are than the amount that the mailer pays for that class of 
mail. 

We would be loading him with not only the cost of handling of 
the mail but a greater cost for measuring that mail, so that his rates 
apparently would double because we chose to measure his mail in 
the necessary depth. 

I do not mean for a minute to say that we are content with the 
quality of data that we are now collecting and we have made pro- 
posals and explained them to the Rate Commission and we had had 
seminars on tlie subject. We are impio\'ing and extending our basic 
systems to get more adequate and higher quality data over a broader 
variety of types of mail. 

So we are in the process of a journey—we have not arrived at 
the destination yet. 

We think the concept is right and Ave intend to improve the 
quality of the data supporting that concept. 

Mr. HA^7.ET. How long do you think it is going to take to ac- 
complish this improvement? 

Mr. NICHOLSON. We probably will never finish but T think we 
should make substantial progress in the next 2 or 3 years. 

Mr. HAXLET. Mr. Traxler. 
Mr. TRAXLER. Like my constituents in Sandusky, I have problems 

comprehending the magnitude of finances we are talkin.i about here. 
I would like to run through them again with Mr. Nicholson. If 

I understand what he has told us, and there may be other informa- 
tion here, but talking about income based on the temporary rate 
increase of 10.4 billion for the year 1975—your current borrowing 
is in the area of $750 million. 

Mr. NiGHOLSox. Total to date, yes. 
Mr. TRAXLER. And you have commitments for capital expenditures 

for $2 billion. 
Mr. NICHOLSON. Yes, unliquidated commitments. 
Mr. TRAXLER. Your anticipated cost for 1974 amounts to, I think 

you told us, $400 million. 
Mr. NICHOLSON. Yes. 
Mr. TRAXLER. What do you anticipate will be your loss for fiscal 

year 1975? 
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Mr. NICHOLSON. We are early into this year—too early to tell. We 
are looking at a possible figure of around $475 million in operating 
loss. 

Mr. TRAXLER. YOU have contract negotiations, a new contract 
coming up next year, I presume. 

]SIr. XicHoi^ox. Yes, about a year from now. 
Mr. TRAXLER. If the past holds any indication of the future, is it 

fair to assume that those new contract provisions will increase your 
costs in the area of $750 to $1 billion ? 

Mr. NICHOLSON. It is, of course, difficult to tell. It will probably 
basically be pegged to the rate of inflation, M'hich determines what 
is necessary to maintain the present real purchasing power of em- 
ployees, yes. 

Mr. TRAXLER. Looking ahead to next year, is it fair to assume 
that the rate increase has to be 2 cents for first-class mail ? 

Mr. NICHOLSON. It would not be surprising. 
Mr. TRAXLER. AS high as 3 cents. 
•Mr. NICHOLSON. It is possible. 
Mr. TRAXIJ:R. Would it be to 4 cents. 
Mr. NICHOLSON. I do not think so. 
Mr. TRAXLER. Yon are operating with a temporary rate increase. 

When will that be made permanent? 
Mr. NICHOLSON. That depends wlien the membere of the Rate 

Commission make their recommendations to the Governoi-s. 
Mr. Cox thought this case might come to a close in several more 

months. We cannot control, nor is it right for us to guess when the 
Commission might conclude its work. Conceivably, it could be Janu- 
ary or February of 1975. 

Mr. TRAXLER. I see. So, within a period of a few months following 
on that, you would anticipate a temporary rate increase? 

Mr. NICHOLSON. I think that would depend on a lot of things we 
do not see clearly enough yet. 

Mr. TILVXLER. We seem to be operating most of the time on tem- 
porary rate increases. 

Mr. NICHOLSON. Yes, we do. 
Mr. TRAXLER. I want to say my constituents understand very well 

the 2 or 3 cent increase in first-class mail. 
Mr. NICHOLSON. I think it might be useful for you to have an un- 

derstanding where these deficits have come from. One effect in 1974, 
of course, was the running of higher levels of costs throughout the 
fiscal year 1974, including a wage increase effective July 21, just after 
the fiscal year began, with offsetting higher levels of revenue not be- 
ginning to flow until March of fiscal 1974. Our original plan had 
been to have higher levels of revenue in January, but that was post- 
poned by the Cost of Living Council, and principally offset by a 
supplemental appropriation by the Congress. So. basically, not to 
pin it down to the exact months because of the slippage on the sup- 
plemental—^we had 12 months of higher cost and a part year of 
higher revenue. The difference therefore is a loss of $400 million. 
Inflation also was a factor in 1974 and it is a very strong factor in 
i975. 
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The year 1975 that we had originally seen as a break-even year 
turns into a loss year, because of $470 million odd of inflationary 
cost increases. 

From an operating point of view, an efficiency point of view and 
a productivity point of view, our 1975 plan is a good, solid one but 
the cost of everytliing we purchase has caused the cost to rise by 
$475 million, whereas, of course, revenue is fixed under the present 
temporary rates. 

Mr. TRAXLER. Mr. Nicholson, would you help me for a moment to 
reconcile our convereations in the last few moments with a statement 
you made before the Committee on Appropriations, the Subcommit- 
tee of the Committee on Appropriations back in April this year. 

In your testimony there, you talked about your estimate for 
revenue in 1975, you said that you were projecting a slight surplus 
of total revenues over total expenditures for 1975 and you were 
hopeful that yon would be yielding a net income of some $44 million. 

Can you help me with that $44 million as opposed to the kind 
of deficit you were just talking about? 

Mr. NicHOLSox. Yes, that budget was the President's budget issued 
in January, with information developed in about November of last 
year. 

At that time we did not see double digit inflation, we did not see 
oil embargoes, we did not see higher costs of energy, and at th^ 
time that I was testifying, I had no basic document except the 
January budget. 

Since April we have been developing our operating plans for 
1975, which basically start at the post office level and come on up 
through the organization until they are compiled at the national level. 

What I am giving you now is what we have found from that 
ground-up process as we actually face the specific costs of things, 
post office by post office, throughout the system. That adds up to a 
number of the changes, and causes a net surplus to turn into a deficit. 

Mr. TRAXLER. Thank you, Mr. Chairman. 
Mr. HANLEY. Mr. Nicholson, as I understand it, with regard to 

rate increases and specifically with regard to the present temporary 
one now, should the Postal Rate Commission decide to disapprove the 
rate hike, then this goes to the Board of Governors who, in turn, 
are empowered to reject the disapproval. Is that correct? 

Mr. NTCIIOLSON. Yes. 
Mr. HANLET. SO that sends it back to the drawing board, is that 

right? 
Mr. NiciiOLSOx. Mr. Cox is best qualified to answer that. 
Mr. Cox. I suppose that could happen. There could be an outright 

disapproval, Mr. Chairman. The statute says that from time to time 
the Postal Service shall request the Rate Commission to submit a 
recommended decision, and that upon receiving a request, the Com- 
mission shall make a recommended decision on the request. 

Now, I suppose the recommended decision could be "We recom- 
mend no increase in rates at all." Is that what you had in mind? 

Mr. HANLET. What I said was, in the event that the Rate Com- 
mission should reject your proposal for a rate hike  



Mr. Cox. Oh, and come up with one of their own, or a modified 
one? 

Mr. HAXLET. Modified or wliatever, or in any event it would be 
less than the rate hike that you have asked for. 

Mr. Cox. Yes. 
Mr. HANLEY. That would then go to the Governors. 
Mr. Cox. Yes. Tlie Postmaster General and the Deputy Postmaster 

Genera], when we get one, do not participate in that next step. 
Mr. HANLEY. They, in turn, would consider the recommenda- 

tion of the Rate Commission? 
Mr. Cox. Yes, and then they may put it into effect, they may put 

it into effect under protest and in the event of pi'otest, will either 
go to a fedei-al appellate court, or I'etnrn the recommended decision 
to the Commission. They may I'eject it, which may involve returning 
it to the Commission without putting it into effect. Under certain very 
limited circumstances, they may modify it. So they have those 
choices. 

It might be I'elevant here to mention what the Governors said at 
the time of the first and so far only rate decision that they have had 
to make. 

They pointed out that as a practical matter, if they did not go 
ahead with what the Rate Commission had recommended, the cir- 
cumstance would pi'obably arise imder which the temporary rate? 
that were then in effect would lapse. At that time they were talking 
about a temporary rate of 8 cents for fii'st-class mail—and the old 
permanent rate was 6 cents It was pointed out if they did not go 
along with the recognized decisioii, even though the Commission had 
not I'ecommended everything the Postal Service had asked for, the 

.consequeiice would be to jeopardize the temporary 8 cent rate The 
temporary rate can only stay in effect 30 days after the recommended 
decision is presented to the Governors. That is the driving thing on 
the Governoi's in that situation. They cannot let that temporary 
rate lapse, as a practical matter. 

Accordingly, they do not have very much practical choice in an 
inflationaiy period such as we have been in but to go along with the 
rates which the Commission recommends to them. 

Mr. HAXLEY. It appears to me that the Board of Governors in this 
sense, as opposed to being an independent entity equipped to make 
this judgment, would really be the voice of the Postmaster General, 
would it not? 

Mr. Cox. No. 
Mr. HANLEY. Bearing in mind that the Rate Commission has spent 

a great deal of time, on a day-to-day basis, and is highly intimate 
with all the nuts and bolts related to this subject; and. after having 
made their decision, it is not appi-oved by the Board of Governors— 
who ically do not have the background to make that judgment^—it 
Avonld seem they would have to be influenced bv someone and that 
"someone," it is clear to me, would have to be the Postmaster General. 

Mr. Cox. As perhaps you know, I happen to serve as Secretary 
to the Board, so I do sit in with them at their meetings. 

Mr. HANLEY. Is there separate compensation for that assignment ? 
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Mr. Cox. I regret to tell you there is no separate compensation 
for that assignment. Going back a couple of yeai's again  

Mr. HAXL?:Y. YOU have answered me. You aie the Secretary for 
the Board of Governors and, as such, you have to be the pipeline 
for the Postmaster General. 

Mr. Cox. I was about to say that I can tell you about our experi- 
ence of 2 yeai's ago which, as you know, is the only rate experience 
•we had with the Governors so far. At that time the Governors went 
about equipping themselves to deal with the Rate Commission's de- 
cision in the folloM-ing way. 

The first thing they did was to set up a committee of 3 of their 
members, I think it was, who became the experts on behalf of the 
9 Governors, if you will, to the extent that tliey could. They had 
three or four meetings outside tlu- regular full board meetings, and 
the meetings took place over various periods of time but one or two 
of them went on foi' most of the day. at least. They started off after 
the initial decision of the Administrative Law Judge, so they had 
a running staii on the tiling by the time the Commission's decision 
arose. The Postmaster General did not sit in with the Governors, 
either when the committee was meeting, or when the full slate of 9 
Governors were meeting. He did not sit in with them when they were 
considering this decision. Now  

Mr. FoRo. What is the matter, don't they like him? 
Mr. Cox. He had other things to do and the statute did not pro- 

vide for him to do this. 
Mr. H.\XIJ:Y. How do they develop the necessary background to 

make these decisions? 
Mr. Cox. Now, at the time of the first rate case, they were briefed 

generally by, I think, Mr. Hargrove as to what the Commi.ssiou 
liad decided. The ^loint that I made earlier here this afternoon that 
really thei'e was not a lot of pratical choices available was a point 
that did not take a whole lot of so])histicated analysis to arrive 
at. It was a pretty appai-ent point. The Governoi'S are very capable 
of analyzing problems on their own. So there would not be any 
need for expert tutoring or that sort of thing. I do not believe when 
the statute was drafted, that there was any intention there would 
be that kind of tutoring and it did not take place. 

Mr. HAXLEY. MV. Ford? 
Mr. FORD. Just one final topic, Mr. Chairman. I have prepared 

an amendment for your bill, and I would like to discuss it with 
you a little bit. 

The other committee on which I serve has jurisdiction over the Serv- 
ice Contract Act, and I don't have to bring you up to date about the 
problems we are having with it. But I was very much surprised 
when I discovered that you apparently, as Chief Counsel, had 
placed an interpretation on section 410 of the Reform Act that in- 
dicates that before we didn't use the magic words "as amended" 
referring to the acts that would govern the postal corporation—let 
me review this for you briery. 

Section 410 starts out by excluding the Postal Service from all 
Federal laws dealing with Federal contracts, property, works, of- 

37-485  O - 75 • 
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ficers and employees, or funds, including provisions of chapters 5 
and so on. 

Then that says, however, that the following things should apply 
with the Postal Service. As a member of this committee, I had 
something to do with the language of that. 

I refer to the Miller Act and the Davis-Bacon Act, and section 
276C, relating to wage payments of certain contractors, chapter 5; 
the Contract Work Hour Standads Act, chapter 15; the Government 
Losses of Shipment Act, and the following provisions of title 1, No. 
1, Walsh-Healey, relating to wages and hours, and No. 2, chapter 6 
of the Service Contract Act of 1965; and then, of course, title 6 of the 
Civil Rights Act of 1964. 

Is it your position that, if the Civil Rights of 1964 is amended, 
that that amendment will not apply to the Postal Service? 

Mr. Cox. I want to be careful what I say here. 
Mr. FORD. I am not trying to try your lawsuit. 
Mr. Cox. I understand that, sir. And as I expect you are aware, 

because this has come up in one form or another since the Postal 
Reorganization Act was enacted, we have had several questions about 
after-amended amendments to statutes incorporated into the Postal 
Reorganization Act. 

I think the first time the underlying problem came up in any 
really significant way was at a time when the Congress, indeed this 
committee-r-it may not have been this subcommittee, but the full com- 
mittee—had before it a bill amending the Federal Employee Health 
Benefits Act. 

At that time, we took the view that if that Health Benefits Act 
was amended, the amendment would not be applicable to the Postal 
Service. 

Sine then, in a number of different legislative contexts, we have, 
I think, consistently taken the view that except for one area, and I 
intend to come back to that one area, an after-enacted amendment, 
imless the Congress said something to the contrary, either in the text 
of the amendment or in the committee reports to go with it, would 
not in our judgment be understood by a court as applying in a way 
that would amend the Postal Reorganization Act. 

Mr. FORD. We are talking about twa different things. 
The immediate problem we. have with Service Contract Act  
Mr. Co:?. I want to come back to that. 
Mr. FORD [continuing]. Is that you are saying changes made in 

that act don't apply to the Postal Service because those changes 
were not made specifically to apply to the Postal Service, but to 
all agencies covered by the Service Contract Act. 

The Health Benefits Amendment, there was a specific amendment 
of the Health Benefits Statute to apply to the postal workers, yes. 

Mr. Cox. In the form it passed the House, it would have applied, 
and I mention that because that is where we first started a colloquy, 
if you will, before this committee. 

Mr. FORD. I think a check of the record would show that when 
that bill was before the committee. Congressman James O'Hara, 
who wrote the Service Contract Act of 1965, and with whom I 
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served on the Education and Labor Committee, asked me to be sure 
that the Service Contract Act was one of the acts considered in the 
list or contained in the list wliicli would apply to this entity as it does 
to other Federal agencies. 

I understand your position is that these acts enumerated here 
would only apply in the future to the Post Office as they existed 
then, or have been amended prior to 1970. or 1971, and any amend- 
ments which occurred to the Act following the adoption of the Postal 
Corporation would not apply to the Postal  Service. 

Mr. Cox. With one exception. Suppose the Congress made an 
amendment to the National I^abor Eolations Act which was integral 
to the whole scheme of the statute but which didn't change it in any 
major or radical way. 

It is hard for me to believe that as to the Postal Service and only 
as to the Postal Service, that amendment would not have an eflfect, 
even though it did affect the rest of the counti^. 

In that ease, where there is an amendment that doesn't work any 
major substantive change in the statute, but is an improvement or 
adjustment within the existing scheme of statute, I think the amend- 
ment might well be considei-ed applicable. 

Mr. Fonn. I don't think we can go along with you on that, and 
that is why wo are going to hn^'e to amend the Chairman's bill 
to make clear what we inteiided here. 

It is not the intention of this committee to try to retailor the 
Walsh-Healey Act or any of the other acts enumerated to fit con- 
ditions as they change in the post office. 

Mr. Cox. I understand that. 
Mr. FoKD. It was our intention that we would adopt for the 

new Federal entity, or transformed Federal entity, the rules that 
are made by other committees in other forms of legislation from 
time to time, dealing with the subject matter of these several acts. 
And it would be beyond the comprehension of anybody on this 
committee to assume that if title 6 of the Civil Rights Act is amended 
tomorrow, that it won't apply to the postal corporation, because 
that amendment came after the Civil Rights Act as it was mentioned 
here, solely because we left out the words "as amended," which 
frequently appear when describing these acts. 

If it is the intention of the Postal Service to contend that all 
of these specific acts here apply only in the form in which they 
existed, I presume if you carried that to its lojrical conclusion, 
if we repealed the Service Contract Act of 196,'), all other Federal 
agencies would be free except the Postal Service, which would 
still be bound by a law that had been repealed. Because if we can't 
amend an act and affect you, then we can't repeal an act and affect 
you, and we can't exempt you for whatever reactions we wanted to 
exempt a number or all of the Federal agencies from Walsh-Healey. 
And we decided it was an oppressive act for Federal agencies ! 
to operate under. 

If we repeal Walsh-Healey, your interpretation would be that 
it was repealed for everybody but you, because you were bound . 

Mr. Cox. I think it would be fair to impute to the Congress 
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an intention that we should no lonjjer be under the Walsh-Healey 
Act, and that the courts would so hold if the matter were litigated. 
After all, the Labor Department would no longer be administering 
it. 

Mr. FORD. The Labor Department does not seem to agree with 
you on this interpretation. 

Mr. Cox. We have an agreement with the Labor Department 
on how to work under the Service Contract Act which seems 
satisfactory. 

Mr. FORD. All the lawyers are disagreeing with you. 
Would it be helpful if we clarified section 410 to make it very 

clearly understood? 
Mr. Cox. What we are concerned with here is simply trying 

to comply with the intention of the Congress as to after-enacted 
amendments. "Where the  Congress in  1970,  considering the  Post 
Office  

Mr. FORD. But you see, none of these amendments applied to the 
post office. They did not apply to the post office before. 

Mr. Cox. I well understand that. 
Mr. FORD.' All we attempted to do wa:s to say that because you 

are called a postal corporation—or whatever anybody wants to call 
you—that these acts that have heretofore been binding on your 
relationship with contracting out and so on, would continue to 
be   binding. 

^Vhat you are saying to us now over at the other committee is 
that that is all right except that if we changed one of those acts, 
you do not feel vou are bound by the change. 

Now, I don't find the rationale for that and we do not want to 
argue your case for you. I am asking you if it would not be helpful 
for vou for us to clarify what I conceive to be the original intent 
of this by saying that any change in that act will continue to 
affect you the same as all other Federal asrencies. 

Mr. Cox. The trouble with that kind of clarification is that 
you may take on more than you want to. It seems to me a more 
helpful clarification would be to amend the Service Contract 
Amendments to say these would apply to the Postal Service. From 
my standpoint, which is one of tryinc: to follow the legislative 
intention as the courts would probably construe it, we would 
have no objection to that. 

Mr. FORD. That is a problem, because what you are asking us to 
do with your interpretation is to have this committee take over the 
jurisdiction of all these other committees with respect to the Postal 
Service, and what is or is not good policy for service contracts. 

You would switch that around now and sav that the Labor Com- 
mittee shouH decide, instead of the Post Office Committee, what 
should or should not apply to Postal Service, and not the least of our 
problems is the point of order on procedure when we get to the 
floor with the committee trying to select out the Postal Service. 

Now, if we amend the Service Contract Act and the Postal Code 
has, in turn, picked up that act, there is no problem but if we try to 
"Vritfe in the committee over there an amendment specifically apply- 
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hifr to only tlie Postal Sorvico. tlio chnirniap. of this committee. Mr. 
Hanley, is ,'joinir to write a letter to the parliamentarian and say 
thov are out of their ballpark. 

Mr. Cox. T suppose there i? some reason yon M-onld have, hut I 
do not see whv it would not be appropriate for this committee to 
write that kind of amendment. 

Mr. FORD. That is what T am askinrr rou. T think we can do it by 
addi)i<i the words "as amended." and evphmatorv lannrnaffe. 

Mr. Cox. Our concern has been that the Congress by "thinking 
Postal Service," if you will, in enactin"' after-enacted amendments to 
an incorporated statute befoT'c we decide that the CoTvress intended 
to affect the Postal Service. We do not want to impute to the 
Conorress an intention that it does not have. 

Mr. Fonn. Do A-OU think vou can <rot n'nonc in this town to buy 
that if vou are talkinir about the Civil P-'dit'i Act? 

Mr. Cox. T am not particulai-lv fnmi'iar with tlmt section of 
the Civil Rifrlits Act. Tt has to do with financial a.ssistance profjrams 
that don't arise in the Postal Service. 

Mr. FORD. IS there anv question in your mind that, if we tio-litened 
Tip section 6 of the Ci\il 'Ri"hts .\ct. thnt there wouM be any ques- 
tion that it applied to vou whether we thoujj;ht about you or not? 

Mr. BAILAR. No, there would not be. 
Mr. Cox. T would like to look at the amendment. 
Mr. FORD. Tt was not contemplated, thnt anyone looking at one of 

these arts would be t]iinkin<T abou*^ t'>e Postal Service or anyone else. 
You have the same thinf with OSHA. 
Now, what do you do M-ith that one? 
Mr. Cox. On OSHA we are complying with that just as any other 

Federal agencv would. 
Mr. FORD. Has that been official? 
Is that now official policv, some specific act takd bv someone? 
Mr. Cox. I cannot as I sit here identify air' direc*^ive or re<rulation. 

As I understand it. it has been our policy right along to proceed as 
we would if OSHA were applicable. 

Mr. HANIKY. Will the gentleman yield? 
Mr. FoRn. Yes. 
Mr. HAXIET. AVith rcard to OSHA mm- T psk. have there been 

cbarrres leveled at any time against the TTSPS for violations? 
Mr. Cox. None I know of. T do not want to imply there have not 

been anv. T simply do not k"ow. 
Mr. HAXIKT .Anpavently there hpve not been any. 
Mr. Cox. Tt is possible there have been and T do not know about it. 
Mr. HAXT.EY. Wouldn't you a« legal counsel have been advised? 
Mr. Cox. T presume, but there are R.5 or 90 lawyers in the Law De- 

partment and sometimes things come into the organization that T do 
not know about. 

Mr. TIAXT.F.T. My question relates to observations that T have made 
with regard to flagrant violations of OSH-\ refnilations within the 
postal facilities and T just wondered whether the inspectors ever 
get on the USPS. Apparently not. That is very interesting. 
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Mr. Cox. I do not want to say anythin.ij that conld possibly mislead 
you. I do not know whether there have been violations. 

Mr. BATLER. Mr. Hanley, we can review our records and supply a 
definitive statement for the record. 

Mr. HAXLET. T observed the violations and thouj^ht this was some- 
what inifair. that other entities in the private sector have to concur 
and, if not. they are penalized. 

On the other hand, here is a government entity that is in violation 
and currently is avoiding the penalties. 

[The following; information was subsequently furnished by the 
Postal Service:] 

Since tlip Oofnnational Safety and Hoalth Act took pffpct in 1971 tlirongh 
July 1.5, 197^, 86 complaints concerning tlie Postal Sprvice have been filed with 
the Occiinational Safety and Health Adminisf^ration of the Penartnient of Ijibor. 
These complaints have heen processed hy the Postal Service in the same wa.v that 
wonld be foUowpd hy any othei* Federal aisrency. 

Of the S6. '7 have been determined to be not va'id. 34 either valid or par- 
tially valid, and .5 are Tipnd'ne. Corrective action has been taken in the case of 
each valid or partially valid complaint. 

Mr. BAILAR. As I think you know. Mr. Chairman, one of our 
principal nlans now is n ;vriT-Vi'Tr condition improvement program, 
part of which is related to OSH.A.. 

Mr. HANT.ET. T know that in the npst vp,"r there have been many 
corrections, but there were thousands of violations in the postal fa- 
cilities and T mean very serious ones. 

Mr. BAILAE. My comment was meant as a recognition that there 
is a great deal to be done, tbat is whv we hnve the program, and 

there remains a o^reat deal to be done vet. unfortunately. 
Mr. FoRu. But the oucRtion is as to the principle. Do you think 

OSHA misrht be a useful thino- for you to look at once in a while or 
do vou feel you are bound bv it? 

Mr. BAILAE. I am not a lawyer, Mr. Ford. 
IVIr. Foi?n. What is your policy? Counsel says he feels you should 

com.ply with OSHA. 
Mr. Cox. Yes. sir. 
Mr. BAILAE. Before Mr. Wilson's subcommittee 2 weeks ago, we 

mentioned that we have oiu' new facilities reo-ularlv examined and 
Ave insi'^t on statements of compliance from the architects, and we 
are very much aware of these obli"ptiops. We make every effort 
to have all of our facilities meet the OSHA requirements. 

Ml'. HANT.EY. YOU mentioned tbe new ones, but T think for instance 
an observation in Mr. Ford's district that I ma^le some time a^^o. 
There was a facility that would have been loaded with violations. 

Mr. BAILAE. I cannot say I am surprised. 
Mr. HAXLEY. Do you have anythinrr further? 
Mr. FORD. XO. what we have here will be concerned with the service 

contract. You talk about the si/.e of the post office. All of the civilian 
employees of the Defense Department, for example, are involved 
and it is one of the biggest contractino- areas we have. 

It is one of the reasons why the le<nslation is back before our com- 
mittee for hearings. They managed to work with it, and that is why 
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we were astounded when we found on the basis of size and other, 
considerations, the l^ostal Service would think that they had a greater 
ability to escape the provisions of that act than the Defense De- 
partment. 

Mr. Cox. We have no intention to escape anytliing, Congressman 
Ford. 

With respect to the after-enacted amendments that gave us prob- 
lems, title 39 of the U.S. Code, as enacted by the Postal Reorganiza- 
tion Act, specifically states for certain kinds of transportation con- 
tracts that have authority to enter into contracts up to 4 years, or up 
to 6 six years in some cases, if I remember correctly. One of the 
provisions of the Service Contract Act, one of the things that it 
amended, as you recall, speaks of multiyear contracting authority 
and makes contiacts extending over 1 year, if I remember correctly, 
subject to approval by the Secretary of Labor. Thereby, that places 
the Labor Department in the kind of a veto position vis-a-vis con- 
tracts of many agencies that are subject to the Service Contract Act 
amendments. 

So here we have a clear conflict between a provision of the service 
contract amendment which puts a question mark over any contract 
running more than 1 year on the one hand, and provisions in the 
Postal Reorganization Act that explicitly state that we can contract 
for cei'tain kinds of transportation for 4 or 6 years. 

Now, how sliould we resolve the conflict? 
Mr. FORD. Tliat wasn't the issue that caused you to rule you were 

not bound by the act; it was a question of setting wages. 
Mr. Cox. It certainly was one of the issues. But let me speak quite 

openly with you. Just as a matter- of professional responsibility as 
a lawyer, I am not so much concerned with whether the Service Con- 
tract Act amendments apply or not. But I am deeply concerned 
with the general doctrine, as it will be perceived up here on the Hill 
and in the courts as to what happens with respect to afteT--enacted 
amendments, and the reason I am concerned about that is that I do 
not want an act to go through Congress in which unwittingly, with- 
out the Congress really focusing on it, some big change is made 
in the postal scheme of things. 

I think it would be much soui^der doctrine, and I think there is 
a lot of case law showing that the courts have reviewed the prob- 
lems of after-enacted amendments in this way, to take the line 
that we have taken. The legislature—be it the Congress or a State 
legislature—should make its intention clear. Then it would be up 
to us to follow that intention, rather than to suppose that we are 
swept up automatically on the coattails of some legislation in which 
nobody seems to have ever even thought of the Postal Service. 

Mr. FORD. It would seem to me to be a more responsible position 
for you to ask either this committee or the other one to clarify the 
conflict you see on the length of a contract rather than using that 
kind of a conflict as the reason why you do not want to abide by the 
other provisions of the Service Contract Act. 

Mr. Cox. It is not a question of not wanting to work with you, sir. 
It is a question of wanting to solve this legal question in a rational 
way as the courts would solve it if it came before them. 
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Mr. FORD. Has anyone raised that conflict yet. 
Mr. Cox. As fai' as I am aware, and putting to one side for the 

moment tlie litigation that you mentioned wliicli was brouglit by an 
arm of the American Postal ^^'orkers Union, we have no controversy 
under the Service Contract Act. "We are in agreement with the 
Labor Department. There are no difficulties between us as far as I 
know. 

Mr. FORD. If there are no difficulties, I do not see how you stay in 
court. 

Mr. Cox. That is a question that we do not understand, either, to 
tell the truth. The judge decided to keep us in court, and I believe 
it was suggested that the Labor Department is a necessary party 
to the litigation, and I do not understand it, since we do not have 
any conflict with the Labor Department that I am aware of. But 
that was Judge Green's oi'der, and we will comply with it. 

Mr. FORD. Finally, the Labor Department takes the position that 
you were covered by the Service Contract Act 

Mr. Cox. By the amendments, I suppose you mean? 
Mr. FORD. The amendments, yes. 
Mr. Cox. Certainly there have been people in the Labor Depart- 

ment that have done so. I guess I sliould not try to speak for the 
Labor Department. I shall be glad to send you for the record a 
copy of the agreement that we now have with the Labor Department. 

[The information follows:] 
U.S. POSTAL SERVICE, 

OFFICE OF THE POSTMASTER GENEBAL, 
Washington, D.C., March 3 1974, 

Mr. RAT DOLAJT, 
Assistant Administrator, 
Employment Staiidard'i Administration, 
U.S. Department of Labor, 
Washington, B.C. 

DEAR MR. DOLAN : At the meeting on December 21, 19T3, with you and your 
representatives and representatives of tlie Postal Service, tentative agreement 
was i-eached on certain matters relating to service contracting by the Postal 
Service. It was furtlier agreed that the Postal Service wonld reduce these mat- 
ters to writing and present them for the concurrence of the Department of 
Labor. 

Attached is a memorandum reflecting our understanding of what has been 
agreed upon. If you agree with this statement, we would appreciate receiving 
an acknowledgment to that effect from you. 

We would like to take this opportunity to express our appreciation for the 
consideration and cooperation extended by you and your representatives in this 
matter. 

Sincerely, 
J. F. JONES, 

Director. Logistics Department. 
CONRAD L. TRAHERN, 

Office of Procurement. 

SERVICE CONTRACTS OF THE TT.S. POSTAL SERVICE 

The Postal Service and the Department of Lnbor agree to act in accordance 
with the following procedures in carrying out the program for minimum wage 
determinations applicable to the service contracts of the Postal Service. 

1. TRANSPORTATION CONTRACTS 

The present method of issuing a wage determination by April each year 
through the use of the survey method vrill be continued. The Postal Service will 
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furnish an SF-98 and a copy of the ooUectivp bargaining agreement where a 
new solicitation reqnirey substantially tlie same eciuipniciit, and the same serv- 
ice as previously furnished by a contractor having a collective bargaining agree- 
ment. The Postal Service will not file an SF-98, but will incorporate a wage 
determination where the new solicitation will involve an increase or decrease of 
20 percent or more in the distance in effect at the expiration of the expiring 
contract, or a change in e<iuipnient from straight truck to tractor trailer or 
reverse from tractor trailer to staiglit truck. 

Whether an SF-98 will be furnisht-d in questionable situatiomi is a matter 
for final determination by the Secretary of Labor. 

2. OTHEB  CX>NBIDEBATIOKB 

With' respect to nontransportatlon contracts, an SF-98 will be furnished, to- 
gether with a copy of the collective bargaining agreement of the prevloiis con- 
tractor, if one exists. " ' 

8.   ALL  OONTKAOTB 

(a) The Postal Service may enter into multi-year contracts, as authorized by 
the Postal Reorganization Act, except that such contracts will be amended every 
two years effective on tlie anniversary date of the contract, to incori>orate the 
latest applicable wage determination issued by the Department of Lalwr. 

(6) The Postal Service will include in contract solicitations a provision that, 
upon award of the contract, the contractor will furnish a copy of any applicable 
collective bargaining agreement and that, during the term of the contract or 
any extension tiiereof, the contractor will furui.sh a copy of any applicable new 
or amended collective bargaining agreement. 

(c)  SF-98s furnished will not include information on federal employee wages. 
These jn'ocedures are to take effect following acknowledgment liy letter from 

the Department of Labor to the Postal Service tliat they accurately reflect the 
agreement reached between the Po'ital Service and the Department of Labor. 
The Postal Service will implement these procedures as quickly as practicable 
by issuing appropriate instructions to its field personnel. 

U.S. DEPARTMENT OF LABOR, 
EMPLOYMENT STANDARUS ADMINISTRATION, 

Wfuhiiiffton, D.C., March 11,1974. 
Mr. J. F. JONES, 
Director, Loffistics Department, U.S. Pontal Service, Washington, D.O. 
Mr. CONRAO L. TRAHERN, 
Director, Office of Procurement, Procurement and Supply Department, 
U.S. Postal Service, 
Washington, D.C. 

GENTLEMEN : This responds to your letter of March 3, 1974, relating to service 
contracting by the Postal Service. The attachment to your letter accurately re- 
flects the agreement reached between the Postal Service and the Department of 
Labor. AVe look forward to working with you on this basis in the future. 

Sincerely, 
RAY .T. DOLAN, 

Assi.Hant Administrator. 

Mr. FORD. Then I understand your only objection to the amend- 
ments of the Service Contract Act is the possible conflict in the length 
of time that you could contract out transportation? 

Mr. Cox. I would not want to speak definitively to that, because 
I do not have the whole thing as clearly in mind as I "would have 
had if I had known we w'ere going to get into this. 

Mr. FORD. But if you contract out janitorial services or some func- 
tion that is now being performed by postal employees, would you 
feel the provisions of the Service Contract Act with respect to the 
limitations on that kind of a contract would apply to the Postal 
Service ? 
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Mr. Cox. We -would go to tho Labor Department and ask for the 
appropriate prevailin.'r w:ia:e deteimination in accordance with this 
agreement we have with.the Labor Department. I donbt we would 
ever get to a controversy over the f m.endments as contrasted with 
the ba?ic act. We have agi'eed with the agency charged with the ad- 
ministration of the act and its amendments as to how to proceed, and 
as far as I know, they have no difficulties with it. 

Mr. FoRn. My concern really is not with the Service Contract Act 
legislation. We will take care of that and we will not have any 
trouble. 

I think we will get that cleared up. 
My concern is that only by the coincidence of the fact that I have 

to sit on two committees did I become aware of this constriction 
you were putting on section ^10 and if it applies to the Service Con- 
tract Act, it would apply to all of the others. 

Mr. Cox. We have made no secret of it. sir. We have commented 
on dozens of bills over the last 3 or 4 years, making the same point. 
The Congress has enacted legislation saying in some cases "And this 
shall apply to the TT.S. Postal Service." 

One of the things T think we have been trying to do in the inter- 
ests of having a better understanding all around about how this Re- 
organization Act of ours should work is to try very carefully to 
build up a common doctrine, if you will,—one shared by the legisla- 
tive side.—on how these after-enacted amendments sb.ould be treated. 

Mr. FORD. We started out by saying we will clean the deck and 
that all statutes of general application to Federal agencies will not 
apply to the Postal Service except the following 10 or 11 acts. 

How anyone could construe that as being our intention that to the 
extent those Acts regulated federal activities in general, they were 
going to continue to regulate the Postal Service, because, if nobody 
else on this committee was here, I was here to try to do the best I 
could to make the act better than what came ur> here. T was as much 
responsible as anyone in the Congress for the inclusion of the Serv- 
ice Contract Act as one of those enumerated, and then I come to find 
that that does not apply if you change the Service Contract Act. 

We changed it as to the post office. We changed it as to its general 
application and we will probably change it again before the end of 
this Congress and who knows, after the imiieachnient proceeding is 
over, they may have changes in the Civil rights Act. 

Walsh-IIealy is under examination by our committee. We cannot 
be enacting Federal legislation that applies to the whole Federal 
Government on the one hand, and be held \w with the idea that any 
agency that feels if they are not specifically named, they are ex- 
chided, especially in the first instance when we made it clear that we 
wanted to exclude them from some Federal acts by enumerating 
those you were not to be excluded from. So. I see no remedy other 
than the vehicle of the chairman's bill here to make clear that it is 
our intention that the Postal Service be included the same as all 
Federal agencies. 

Mr. Cox. Yes. I fully understand the position you are stating bnt 
I do not know if I ought to impose on the committee's time to nuike 
equally sure you understand our position but I would be delighted 
to talk further with you about it. 
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Mr. FORD. I think we have a philosophical difference. It comes 
down to the question of whether you are reluctant to accept the fact 
that the Postal Service is a continuing Federal activity. This lep^isla- 
tion. civil rights, wage and hour legislation or anything else, applies. 

It was our intention in these acts covering this subject matter that 
when we say that the Federal GovernmeTit, like state governments, 
like local governments, like private enterprise, will comply with the 
Civil Rights Act. title VI, we mean it. 

Mr. BATLAR. Mr. Ford, we are not in the legist bit reluctant to ac- 
cept that. The Postal Service is a continuing Federal activity. 

Mr. HAXLET. This has been an interesting colloquy. I think it is 
incumbent upon the committee to get with this part of it. 

Mr. FORD. We will prepare an amendment, Mr. Chairman, and 
send it over to you for comment. 

Mr. HAXLEY. SO that we will assure that there will not be any- 
thing that is misinterpreted. May I ask why it was necessary for the 
supervisors to ask for and get legislation that would assure consulta- 
tion rights? Why did that become necessary? 

Mr. KLASSEN. I don't think it was necessary at all. I had hoped 
we would build a better relationship with them and it wo>dd not be 
necessary. 

Mr. HANLEY. They were adamant about it and worked very hard 
on the legislation that was subsequently approved. That was a little 
troublesome to me to note the necessity of that o\erture, because, as 
you know, contained in the original act, the intent of the Congress 
was quite clear, and  

Mr. KLASSEN. We would like them to be considered and recog- 
nized as management people. We would like them to think as man- 
agement people: 

Mr. HANLEY. But they really are not management people in the 
sense that they are managers of the private sectors because they are 
not policymakers, now. 

Mr. KLASSEN. There are very few management people who are 
policymakers. 

Mr. HANLEY. The troublesome aspect of this is that that category 
of people whom I believe you should be so dependent upon for the 
implementation of your policy and your program would find them- 
selves in what apparently was a very abrasive situation that could 
not have been taken care of administratively. 

Mr. KLASSEN. YOU must keep in mind, first of. all, out of the 
35,000 supervisors that belong with that group, they all came from 
within the ranks, all have been union members. 

Mr. HANLEY. And all are very fine people. 
Mr. KLASSEN. Yes, and they have been unhappy about their pay 

and that of the people they supervise. 
We have had conversations all over the country about this. I was 

disappointed, because I felt we had shown the kind of evidence that 
would cause them to accept the obligation that they have as manage- 
ment people. They are management people and as far as the rank 
and file employees are concerned, they are the management. Those 
are about the only individuals they come in contact with as far as 
the management goes. 



I think Pete Dorsey, who has been working with them on a close 
basis can add comments. 

Mr. HANLEY. For wliat it was worth and prior to Mr. DoT'sey's re- 
sponse, many members of the committee were concerned that this 
legislation became necessary in recognition of how dependent you as 
the chief executive officer would be on an excellent rapport between 
your troops on your level and those on the supervisory level. 

So, for it to become necessary for them to ask for and get legisla- 
tion puzzled many of us and certainly transmitted a message that all 
was not too well. 

Mr. DORSEY. I think it puzzled us, too. We did not see any need 
for it. We meet on a regular basis. We have not been negotiating 
with them as a labor union. We do consult with them on policies 
and practices that affect their members, and those who are our man- 
agers. 

I did not see any need for the legislation. I think it is wise to 
point out that the two jjostmaster organizations represent about 
31,000 postmasters and they did not seek the same kind of legislation 
and they are all covered by the same section of the law with respect 
to consultation. 

The only thing I could say was that I was surprised that they 
were seeking the legislation. 

I meet with tliem every month. We have a regular, scheduled 
meeting with them that usually lasts half a day and sometimes 
longer than that. We have an agenda, they submit items that they 
wish to be informed about, and we attempt to resolve the problems. 
We do not always do that to everyone's satisfaction as you can well 
understand but we do consult with them on things that affect them. 

IMr. HANLEY. During your absence, it came to my attention that 
the figure you projected with regard to the total cost of the bulk 
mail system would be $950 million. I might note that this was the 
same figure that was advanced back in 1971 and Mr. Bailar re- 
sponded to my question; do you have any comments on it ? 

Mr. DORSEY. Yes. 
The GAO Report which was recently issued on the bulk mail sys- 

tem indicated that the budget was $950 million and that it appeared 
that that would be the cost of the bulk mail system. That there 
would be no over rims of that amount. 

We still feel confident that we will be able to live within that 
budget. 

Mr. HAXLEY. Despite the inflationary period occuring over these 3 
years, apparently back then, that had to be a highly inflated figure. 

Mr. DORSEY. Or there were tight estimates made and we held the 
contractors to those estimates. 

Mr. KLASSEX. Tn some areas, we are above what we budgeted, and 
in other areas we are below it. In the total, we cam.e out whole. 

Mr. DORSEY. I think some of our contractors are in a tight spot on 
these contracts. 

Mr. HANLEY. YOU cannot get a contract today without an escala- 
tor clause, so it is a little hard to understand how you could stabilize 
that figure and keep it that way, which is commendable. 

Mr. Ford? 



m 
sir. FORD. We could find a guy over there who is responsible for 

this. I will be his agent and we will become millionaires while we 
tell the scliools in the country how to do it. 

Ml'. DoKSEY. I think j'ou have to recognize, Mr. Ford, that these 
are not elaborate facilities, thej' are all alike except for a few. 

Mr. HANLEY. That would not enter into this at all. 
Mr. DORSET. We were able to bid them all pretty close to the same 

time so we got the same prices around the country before inflation 
really set in. 

Mr. ICLASSEX. We also ordered the equipment at one time for all 
locations. 

Mr. FORD. YOU may have a lot of defaults on those suppliers' con- 
tracts. 

Mr. KLASSEN. We may indeed. 
Mr. HANLEY. T have chatted M'ith you in the past in this regard'. 

When the USPS selects a site to build a facility and moves into a 
particular community and buys a site, in many instances that land" 
sits there for a long period without being used, thus depriving that 
municipality of the tax revenue which it justly should have. This 
has been very troublesome to me, and in fairness, I could only think 
that you would have to support a provision which may be ultimately 
contained in this bill, which would require that after a reasonable 
period of time, the I^SPS would have to be obligated for the tax 
revenue. Wouldn't that be fair? 

For instance, you buy a site, you have perhaps 12 months or 1 
year and after that time, wouldn't it be fair that that municipality 
•would be entitled to the property tax that it ordinarily would enjoy? 

Mr. BAILAR. I think, Mr. Chairman, that would be fair with the 
exception if we really are using it, or had started construction on 
it, toward the new facility. 

Mr. HANLEY. Obviously, you have a use for it or you would not be 
buying it. 

Mr. BAILAR. Yes, I say using it or having construction under way. 
I think the Postal Service could dispose of propei'ty that has been 
purchased in the past and not put to use and we have a program 
under way to that end. 

Mr. HANLEY. That is fine, but once you buy that piece of prop- 
erty, and he removes it from the tax roll, then if you were to have, 
say, 12 months to get going with your project  

Mr. KLASSEN. Sir. Chairman, I do not know whether 12 months is 
the right time but the idea makes good sense and we have no quarrel 
with that. The idea that we are buying property and talking about 
building on it 10 years later does not make any sense to me. 

Mr. HANLEY. The taxpayers in that locality get hurt and their tax 
rate suffers because of that, so that certainly would support your 
statement. 

Mr. KLASSEN. I have seen property we have bought 15 years ago. 
Mr. FORD. Not too fast, because one of those pieces is in my district, 

we are still sweating out a post office. 
Mr. DORSET. Where is that, Westland ? 
Mr. FoKD. Yes. There was a guy named Gronouski who approved 

that post office. 



Mr. HANLET. A fellow by the name of Ben Franklin approved 
one my way. 

Mr. FORD. Yes. 
Mr. HANLKY. Tliat is it. General and j^entlemen, a{>:ain our appre- 

ciation for your cooperation today and as we launcli tliis effort, we 
anticipate your continued cooperation and I feel certain that the end 
result of this overture is going to provide for a better format for 
your people. We are all in this thing togotlier, so to speak. Our only 
aim is to hopefully eliminate whatever shortcomings presently prevail 
to get on the road with tlie job. 

I say again to you, Mr. General, that ^-our task is a Herculean one 
and in many quarters there have been attempts to oversimplify it. 
As I have said so many times, you are dealing with the largest in- 
dustry in the world and certainly it is going to require some time to 
effect the transitioii that was envisoned at the time this act was en- 
acted. 

Mr. KLASSEN. Mr. Chairman, I want to say we appreciate the op- 
portunity to talk with you about this because we think this discus- 
sion is very timely. 

Mr. HANLET. Thank you. We will look forward to seeing you 
again. 

The hearing is adjourned until 9:30 tomorrow morning. At that 
time the Eate Commission will appear. 

[Whereupon, at 4:55 p.m. the subcommittee recessed until 9:30 
a.m. July 10, 1974.] 



PROPOSALS TO AMEND THE POSTAL REORGANIZATION 
ACT OF 1970 

WEDNESDAY, JULY  10,  1974 

U.S. IIOTTSE OF REPRKSENTATIVKS, 

COMMITTEE ON POST OFFICE AND CIVIL SERVICE, 
SUBCOMMITTEE ON POSTAL SERVICE, 

Washington, D.C. 
The subcommittee reeonvoned. pursuant to adjournment, at 0:35 

a.m., in room 210 of the Cannon House Office Building, Hon. James 
M. Hanley (chairman of the subcommittee) presiding. 

Mr. HANLEY. Today is tlie second day in our series of hearings 
concerning amendments to the Postal Eeorganization Act. One of 
our main subjects today deals with the Postal Rate Commission. 

H.R. 15511 i^rovidcs a greater degree of independence for the 
Commission. It vs-ould separate the Commission's budget from the 
Postal Service's, it would make Commission rate decisions final, 
Commissioners would be subject to Senate confirmation, and a vice 
chairman would be desigiuited. 

The bill also broaches the subject of temporary rates—extending 
the time before the Postal Service can place temporary rates into ef- 
fect and limiting those rate increases to 10 percent. 

Obviously, there arc many directions we can take to attempt to 
improve the current way in which rates are set—which is now a dif- 
ficult and certainly very exjiensive pi-ocess. 

H.R. 15511 just outlines one approach which would not reduce the 
time and expense but would at least make them more worthwhile. 

I encourage other comments and proposals. 
And our first witness this morning will be John V. Maraney. as 

executive director of the National Star Route Mail Carriers Associa- 
tion. 

Mr. Maraney, for the record, please introduce your associates. 

STATEMENT OF JOHN V. "SKIP" MARANEY, EXECUTIVE DIRECTOR, 
NATIONAL STAR ROUTE MAIL CARRIER'S ASSOCIATION, ACCOM- 
PANIED BY JOHN ALLISON AND BILL HOUGER, GENERAL 
COUNSEL 

Mr. MARANET. Thank you, Mr. Chairman. 
On my left is one of my attorneys, Jolin Allison, and on my right, 

our other attorney, Bill Houger. 
Mr. HANLEY. Good morning, gentlemen. 
Mr. ALLISON. Good morning, Mr. Chairman. 
Mr. HouGER. Good morning, Mr. Chairman. 

(91) 
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Mr. MARANET. Mr. Chairman, in relation to the bill you are intro- 
ducing, let me say we are in favor of any measure or measures 
which will reduce the severe budget restrictions being placed upon 
Postal Services field personnel. 

We are of the opinion that it is hurting service and it is hurting 
our contractors. 

Therefore, our testimony before this subcommittee and our pro- 
posed amendments are aimed at reducing some of those budget re- 
strictions. 

I have a short statement. Mr. Chairman. If I may be permitted to 
read it, I think we can do it pretty rapidly. 

Mr. HANLEY. How many pages is your short statement? 
Mr. MARANTSY. I believe it is four, three and a half. 
Mr. HANLEY. All right. Fine. If you will proceed, please. 
Mr. MARANEY. The National Star Route Mail Carrier's Associa- 

tion is the national trade association of postal transportation 
contractors. Nationally, there are between 10,000 and 12.000 postal 
transportation contractors. Our association is comprised of 48 State 
associations and a membership of approximately 5.000 contractors. 

Historically, routes on which the mail was transported by in- 
dependent contra<;tors were known as star routes and this has given 
our association its name. 

The facilities of the U.S. Postal Service are linked together by a 
transportation network extending over millions of miles. With the 
decline of railroad transportation and the substantial recent cut- 
backs in round-the-clock services for air transportation, surface 
transportation by highway contractors has become the most signifi- 
cant aspect of the transportation network. 

More than 90 percent of all highway transportation for the Postal 
Service is conducted by the independent contractors. In addition, in 
rural areas, a significant portion of the mail is delivered by inde- 
pendent contractors. 

The testimony heretofore presented before this committee clearly 
indicates that the service difficulties which are the present subject of 
these hearings are, for the most part, related to delays in processing 
the mail resulting from concentrations at processing points in excess 
of their capacity, rather than from delays in the intercity movement 
of mail. 

It is obvious that the efficient transportation of mail between 
postal facilities is essential to quality service. Postal transportation 
contractors have continued to operate efficiently and to provide relia- 
ble, dependable service. The members of the postal transportation 
contracting industry are a vital link in the mail delivery process and 
they do everything within their power to expedite the movement of 
mail, even when this results in increased and perhaps noncompensa- 
ble costs to the contractor. 

Private contractors have been involved in the transportation and 
delivery of mail on behalf of the Government since the establish- 
ment of the Post Office Department. 

The statutes in existence just prior to the establishment of the 
Postal Service relating to the transportation of mail by |)rivate con- 
tractor trace their history back to the 42d Congress more than 100 
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years ago. Until the reorganization, the statutes provided the Post 
Office Department with authority to contract for the transportation 
and delivery of mail for periods up to 4 years. Contracts were to be 
let after advertising and since 1948 the Post Office Department was . 
expressly authorized to renew a contract rather than readvertise it. 

The Congress also provided the Post Office Department with ex- 
press authority to increase or decrease the contract rate as a result 
of changes in conditions subsequent to the contracting. 

It is clear from the legislative history of the statutes dealing with 
postal transportation contracting that- the Congress intended the 
Post Office Department to deal with private transportation contrac- 
tors in a fair and equitable manner so that the Post Office Depart- 
ment would receive the benefit of their services and the contractors 
would have substantial incentive to insure the satisfactory nature of 
the services. 

Although the Reorganization Act continued the authority for the 
Postal Service to deal with postal transportation contractors irt 
much the same manner as in the past, the extensive administrative 
decentralization has resulted in a substantial change in the Postal 
Service's approach to transportation contractors. 

As a result of the delegation of contracting authority to hundreds 
of postal officials who have had little or no previous experience with 
Government contracting, the postal transportation contractors 
throughout the Nation are reporting increased difficulty in getting 
fair and efficient administration of their contracts. 

The heavy national emphasis on short-run cost savings at the ex- 
pense of long-run costs has placed intolerable budgetary constraints 
on field level personnel. 

For exara^le, contractors are still encountering intolerable delays 
in the processing of their requests for cost adjustments. Like all 
Government contractors, tlie postal transportation contractor has ob- 
ligated himself to provide service to the Postal Service beyond those 
itemized in his contract. 

In the past, he could expect a rapid processing of his request for 
adjustment in compensation resulting from such changes. Today, as 
a result of budgetary pressures on field level pei-sonnel, postal trans- 
portation contractors are expeiiencing average delays of 90 to 148 
days in the approval of their request for adjustments, with many 
applications pending for more than 6 months. 

The Postal Service has continued in force one of the more short- 
sighted policies of the Post Office Department with respect to con- 
tract administration. 

Unlike nearly all of the Government agencies, postal transporta- 
tion contractors have limited access to the Postal Service Board of 
Contract Appeals when the dispute involves an adjustment in com- 
pensation for changed conditions. The postal transportation contrac- 
tor must submit his request for the adjustment to the contracting of- 
ficer, whose decision under the terms of the contract is final. 
Informal appeals may be allowed to the regional and headquarters 
levels but such appeals are a matter of grace rather than a matter of 
right. 

As a conseqtience of these provisions, the postal transportation 
contractor either accepts the decision of the contracting officer or 
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94 

files a lawsuit. Obviously, as a businessman, most interested in pre- 
serving his business relationship, postal transportation contractors 
are very reluctant to sue the Postal Service. 

This disreg:ard for the essentials of fair play was not a significant 
problem when dealing with professional transpoi-tation officials who 
were responsible directly in a line sense to the headquarters. 

However, today with the diffusion of authority and the confusion 
in policy prevalent throughout the Postal Service, postal transporta- 
tion contractors are being buffeted from side to side and as a conse- 
quence many of our better contractors are seriously considering other 
lines of endeavor as a better utilization of their time and energy 
and resources. 

Prior to 1948 the Post Office Department was required to readver- 
tise contracts at their expiration. By 1948 it was faced with a seri- 
ous problem of contracting breakdowns. Many contractors were in- 
experienced in the requirements of dealing with the Post Office 
Department and in their eagerness to get a contract award they 
often agreed to transport mail for rates far below what they could 
afford. 

The problem was so severe that in 1948 the Post Office Depart- 
ment requested and received authority from Congress to renew con- 
tracts where the service had been adequate at their expiration rather 
than readvertising them. 

After 1948, the Post Office Department followed a policy whereby 
a contractor Avho had faithfully executed his contract could expect 
that he would be offered a renewal of his contract unless the post 
office planned major changes in its transportation patterns and no 
longer needed the particular route. 

Today, the Postal Service, by a series of restrictive clauses drafted 
into its master postal transportation contract and by a further series 
of restrictive regulations, has set up a situation in which many sig- 
nificant medium- and long-haul contracts will probably not last for 
a complete 4 years. 

Further, several postal officials, particularly in the southern region, 
have jeopardized the current level of dependable service by tacitly 
establishing arbitrary limits on the rates to be allowed for highway 
transportation service. 

Over 80 percent of all postal transportation contractors engage in 
no other employment. Unless they are reasonably able to expect the 
renewal of their contracts, many overhead costs will have to be 
charged against the life of a single contract and transportation costs 
will greatly increase. 

Mr. Chairman, that concludes my short statement. I will be more 
than happy to respond to questions. 

Mr. HANLEY. Well, thank you very much, Mr. Maraney. 
May I ask, when a contract is negotiated and you talk about ad- 

justments, I assume that you provide for a built-in clause with all 
contracts whereas the rate appropriately should be adjusted because 
of a situation which  

Mr. MARAXET. Due to changed conditions that are beyond control 
of the contractor. 

Mr. HANLEY. For instance, like the increase in the cost of gaso- 
line, toll charges, and that sort of thing? 
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Mr. MARANET. There may be State statutes that increase insurance 
Fates, et cetera. 

Mr. HANLET. SO in essence, then, traditionally there has been an 
escalated clause for this purpose? 

INIr. MAUAXET. It is a passthrough cost; yes, sir. 
Mr. HANLEY. Is that an escalated clause? 
Mr. MARAXEY. Yes, sir. 
]Mr. HAXLEY. Do you have any information regarding the experi- 

ments being conducted whereas they are comparing MVS costs as 
compared to star route costs? 

Mr. MARAXEY. It is my understanding there is, or was, a survey 
that, as far as I know, is still in existence, going on in the State of 
California. 

Officially, there are no results from that survey. 
Mr. HANLEY. Does the U.S. Postal Service have a timetable that 

you are aware of ? 
Mr. MARAXEY. I'm not aware of any timetable; no, sir. 
Mr. HANLEY. NOW, your testimony suggests that you would have 

the capital expenditures approved by Congress. 
Would this not open the possibility of reinjecting politics into the 

Postal Service? 
Mr. MARAXEY. MV. Chairman, if I can defer to counsel. 
Mr. ALLISON. Thank you. 
Mr. Chairman, for the record I am John Allison, cocounsel to the 

National Star Route Mail Carrier's Association. 
Mr. HANLEY. Thankyou, John. 
Mr. ALLISOX. Mr. Cfhairman, what we are suggesting, and this is 

in our first suggested amendment, is a return of authority to Con- 
gress over budgetary expenditures. 

We do not believe that would return the Postal Service to the 
situation existing before 1971, when we do recognize that many po- 
litical appointments, such as local postmasters and other personnel 
appointments, became involved in politics and created, as I under- 
stand it, a difficult situation for Congress. 

I do not think returning control over capital expenditures would 
do that. I believe the Congress could maintain closer supervision over 
the way the Postal Service spent its money, and could have some 
control over directing an allocation of resources in various areas, 
such as labor, capital equipment, buildings, bulk mail, and that type 
of thing. 

Ml'. HAX'LEY. Well, having said that, then you support the posi- 
tion of the legislation on the burner with regard to the authorization 
process ? 

Mr. ALLISOX'. Mr. Chairman, I haven't had an opportunity to re- 
view the specific bill, but wc do agree in principle with any measure 
that would tend to give Congress more control and more supervision 
over the way the Postal Service spent its money, particularly when 
it continues to require substantial appropriation from Congress to 
make up its deficit. 

Mr. HANLEY. What is the rapport, your members or the star route 
carriers in general, with the USPS? 
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Mr. MARANET. Mr. Chairman, it varies throughout the country. 
In some regrions. districts, and SCF's. there is a great deal of rap- 

port. Contractors and contracting officers and the personnel they 
deal with seem to have little, if anv, problems. 

However, that is probably a minority of the cases, and the reverse 
is true throughout the rest of the country, where they have extreme 
difficultv with the Postal Service contracting officers. 

Mr. HANIJ:T. Then this would be reflected in the quality of service 
that the operator would provide the USPS, I would assume? 

Mr. MARATV'ET. Yes. 
As an example, Mr. Chairman, as you know, the law says that the 

contracts may be renewed at the existing rate. We find that through- 
out the country we have many of our contractors that are not so- 
phisticated businessmen, but are good, hard working, decent grass 
roots people. 

When they are called in an asked whether they wish to renew 
their contract or not, many times the contracting officer will set an 
arbitrary rate that they want the contract renewed at; and then, 
what amounts to nn economic threat, st'ite to the contractor, "If you 
don't renew it at this rate we will advertise the contract." 

Well, as I say, many of our contractors feel somewhat intimidated 
and they don't wish to lose their contracts. 

So in many cases thej- renew their contracts, which we think may 
be uneconomical for them to do so at that point. 

Mr. HANLEY. Well, we look upon these 12,000-some operators as 
representatives of the USPS, and we would hope very much that as 
such they would project as the dedicated, interested postal represent- 
atives. 

Are vou telling me that Tenerallv that is not the case? 
Mr. MARAXET. Well. T think that generally they feel that—they 

feel dedicated, they feel as a part of the Postal Service, but the last 
4 years there is a significant slippage in the Postal Service credibil- 
ity to the contractors, and I say this from hearing from contractors 
all throughout the cou7itry. 

In the old davs a lot of paperwork wasn't required—you hauled 
the mail—and if vour contracting officer, who you knew probably 
very well, told you to do something and you would be compensated 
for it, you got compensated. 

Now. there are manv cases throuorhout the cnuntrv where there is 
a credibility gap existing between our contractors and the contract- 
ing officers. 

Mr. HANI,EY. Can you tell us the historical reason why star route 
contractoi-s do not have access to the Board of Appeals? 

Mr. ]\rAR.\NET. I will have to defer to counsel. 
I think it has always been written that way in the contract, in the 

general provisions of the contract. 
Mr. HANI^ET. Well, why would that deny them access to the board 

of appeals? 
Mr. MARANET. Bill? 
Mr. HoT'OER. I believe that historically there have been two differ- 

ent types of cases. 
The one type of case is where the service change instituted by the 
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Postal Service constitutes or requires a change in the rate. Those, 
Mr. Chairman, are appealable to the board of appeals. 

Mr. HANLEY. IS this accommodation utilized at all by star route 
contractors, the appeals? 

Mr. HoroER. It is utilized. The largest difficulty is that most of 
the economic changes are not necessarily caused just by service 
changes. 

For example, gas price increases or the significant cost increases of 
new equipment, repair paits. and labor. 

Many of these economic ciiangcs. as opposed to service changes, 
are subject solely to the discretion currently of the contracting 
officer, and not appealable. That leaves the man in the field that 
extra power to decide the question of whether or not to grant the 
rate increase, and it is not appealable to the board of appeals unless 
it is part of a service change. 

Mr. HANT.EY I see. 
You were goinjr to say somotliiiifir elpo when I posed that question. 
Mr. HouGER. Histoi'ically, I believe that it has been the implicit 

intent of the Postal Service to prevent any significant amount of ap- 
peals to the Board of Contract Appeals. 

Mr. HAXLEY. I see. 
Mr. HouoER. I can say that because, Jlr. Chairman, we have sub- 

mitted to the Postal Service on several occasions, and specifically' 
November 3, 1972, and again November 15. 1973. requests to change 
the particular provisions of the rules to allow for more appeals, 

Mr. HANLEY I see. 
Mr. HouGER. Those have been denied. 
Mr. HANI.EY. DO you feel that the Postal Service does not now 

compare the true cost of alternate modes of transportation? 
And with that thought in mind, will you expand on the need for 

your fifth proposal ? 
Mr. MAEANEY. Mr. Chairman, in cases that I have personally set 

in on where there has been a dispute—and there have been costs, ac- 
tual costs, compared with MVS verstis contract service, where there 
were negotiations aci-oss the table, and I am speaking generally of 
one situation in 1971 where it was discussed finally at headquarters 
level—we had discovered that there were costs left out, there were 
manliours left out. and there were flain stops omitted. 

In that particular case, the MVS was predicating their costs on a 
national average cost basis. In other words, in the area where the 
service was being propoFed and beinjr compared. MVS was using an 
average, say, gasoline pi'icc. where the contractor had to put in his 
bid, the actual gasoline cost for the area, and actual costs for the 
area. 

Now, in many cases MVS was putting in, as I said, average costs. 
Well, the average cost could run the costs down. 

It has been our experience, and working with people in our asso- 
ciation wliom we consider experts in this area, that it is extremely 
difficult ever to compile all the costs, to get all the costs that it is 
going to cost MVS service in one specific location as compared to 
the contractor's. 

The contractor's costs are there to be examined, they are in front of 
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the contracting officer or loffistics. They know those costs. We find it 
difficult to come up with all the MVS costs in the relevant 

Mr. HANLEY. With regard to vcur third proposal requiring award 
of a contract to lowest responsible bidder, unless the rate per mile is 
unreasonably high : Could you expand upon that proposal ? 

Mr. MARANEY. Yes, sir. 
We are finding over the last couple of years in a number of cases 

where a contractor will—contractors will submit bids and the Postal 
Service rejects all bids as being "excessive." 

Now, we certainly don't deny the Postal Service's right to deny 
bids for being excessive. However, we think there should be some in- 
indication of what is an "excessive" bid, outside of just the contract- 
ing officer's opinion. 

We are alarmed today because, as I say, contractors are—many 
contractore feel a credibility gap and are uncertain as to whether 
they will in fact have a 4 year contract with some assurance that it 
will be renewed. 

If they don't have the assurance that it will be renewed they are 
going to try to lump their costs into that existing 4 year contract in 
order to recover. 

Contracting officers, in many cases, will compare a bid with exist- 
ing service or similar service over the same—in the same area, using 
a cost per mjle factor, but Mr.^hairman, there are differences^in 
contract routes. If a contractoi^ was drivmg tlirough citFes andTofver 
the mountains, his rate per mile, as tliey like to call it, is going to be 
significantly hioher than a contractor who is running up and down 
an interstate highway. 

Therefore, we don't think that their criterion, as now set, for 
rejection of bids are being "excessive" is necessarily the right way to 
operate just on the basis of the contracting officer's general opinion. 

John? 
Mr. ALLISON. Mr. Chairman, possibly I could add something. 
The basic problem relates to what Mr. Maraney talked about when 

he mentioned the use of an arbitrary rate per mile. We are running 
into this, several reports of this in the southern region, where there 
seems to be a general feeling that a contract is expected to be no 
more than 35 cents a mile. 

In some parts of the country with certain types of terrain, of 
course, the cost of operating the service is more than 35 cents a mile. 

Well, what can happen if the Postal Service receives bids that are 
over some arbitrary limit, say 35 cents per mile; presently they have 
the right to reject all bids without stating anv reason other than 
just rejection is "in the best interests of the Postal Service." 

When they reject a bid they can then come back to the lowest bid- 
der and try to negotiate his rate down. If he needs the contract 
badly enough he might take the reduced rate and operate the service 
for a rate lower than he can economically continue in business, and 
either go out of business or have service deteriorate. 

The other problem that might happen is related, or at least one 
example of it is related, by one contractor, one of our members who 
responded to a questionnaire that was sent out earlier this year, and 
I believe that the committee has one copy of our report. 
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And this is on page 43, if I may read just two or three sentences: 
"One contractor in Pennsylvania rcKited a story that illustrates 

the cost to the Postal Service of shortsighted attempts to save 
money. 

According to that contractor, the contracting officer rejected an 
offer to renew the transportation contract for an increase of $600 in 
the annual rate." 

This was a negotiated renewal. 
"As a result, the contract was rcadvcrtised. The Postal Service 

ended up paying the successful bidder a rate that was approxi- 
matel3' $5,000 per year higher than the contractor's renewal offer." 

So, part of what we are saying, from the standpoint of the Postal 
Service, is th.at frequently the oveieagerness of some officials in the 
field to cut costs and save money and in some cases beat the contrac- 
tor down ends up costing the taxpayers a substantial amount more. 

Mr. HANLEY. Thank you. 
Sir. Derwinski? 
Mr. DERWINSKI. Just one question. 
I noticed in yoiu' official statement. Skip, you placed special em- 

phasis on what you call "lack of effective rights of appeal." 
Now, I presume that this kind of an adjustment could be made in 

policy rather than by rcquii-ing any legislation by Congress? 
Mr. MARANEY. Mr. Derwinski, m response to that, I tliink that ap- 

plies basically to the whole act itself and the problems that we are 
having. Most of the language in the Reorganization Act is sufficient. 
I think our problems generally revolve around administrative policy. 

Now, in specific answer to your question, I will let counsel Houger 
go through, historically, what the position has been on the part of 
the Postal Service on the right of appeal. 

INIr. HOTJGER. I am Bill Houger, counsel for the Star Route Asso- 
ciation. 

On two occasions, as I have mentioned previously, on two occa- 
sions—in November of 1972 and then again November 1973—we 
made specific requests of the Postal Service to increase the rights of 
appeal, because in using as the basis for that, with the increased de- 
centralization it is necessary to have an ability to appeal to a higher 
authority that will provide some imiformity throughout the Postal 
Service, and uniformity among contracts and contractors. 

We therefore sought additional and expanded rights of appeal to 
headquarters. 

Most of the rights of appeal are simply informal appeals from the 
local decisionmaker, the contracting officer, to the region, and then 
to headquarters. And even now we are experiencing difficulties with 
policy interpretation, even in the five regions, that differ considera- 
bly from what the intention is of headquarters. 

This means a contractor who is typically unsophisticated is left to 
an informal right of appeal tlirough what amounts to a rather polit- 
ical chain to Headquarters in order to solve his problems. 

It would be much better to use tlie board of ai)i)eals where that's 
possible so that the matter can be brought to headquarters and de- 
cided on that basis. 

Mr. DERWINSKI. But if I read your statement correctly, you in ef- 



100 

feet acknowledge that you had a similar problem under the Post 
_^„Qg£e Department. 

You specifically state here that, "The Postal Service continued in 
force one of the more shortsighted policies of the Post Office Depart- 
ment." 

'^'^ So, if that is the case, I want to get back to my question. 
You do suggest amendments, but in fact yoii could have this prob- 

lem solved by administrative adjustments if the proper officials in 
the Postal Service saw things your way ? 

Mr. HouoER. That is correct. 
Mr. DKRWTNRKT. Now. how high have you been able to get in the 

heirarchy of the Postal Service with a request of this kind? 
Mr. MARANEY. To the director of logistics. 
Mr. DERWIXSKI. Did you have any thought that Mr. Klassen him- 

self has any knowledge of your complications? 
Mr. HouoFJi. I thinlf T can best answer that question by saying 

that in the Postal Service they have a committee that reviews their 
regulations and prepares the regulations. Our requests, and most 
specifically the most recent one. in November, 1973, went to Mr. 
Jones. Director of TvOgistics, and from there, as we understand, was 
transferred over to this contracting committee that reviews these 
types of things for the purpose of preparing their regulations. 

We have received no positive response to the request for expansion 
of appellate rights to the Board of Contract Appeals of the Postal 
Service. 

Mr. DERWIXSICT. By the way, let me say that T take a dim view of 
any serious effort in Congress to revamp the new Postal Service. 

I think it is really unfair to pass judgment after any 3 years of 
operation, especially with the temptation to go back to many of the 
procedures that were failing in the past. 

It would seem to me that, rather than try to use Congress to force 
through amendments which get us back into the management of the 
Postal Service, in which would dictate precise conditions, that you 
use your proposed amendments and your appearance before this sub- 
committee as a vehicle to negotiate with proper officials in the Serv- 
ice. 

I hope that the postal supervisors, by introducing their bills, and 
finally getting their agreement out of the Postal Service, dropped 
the darn bill instead of trying to play with it here before the full 
committee. Skip, you are an old hand in Washington, and I think 
you can iise your contacts here and your appearance here, the em- 
phasis placed here, to get more attention from the right people in 
the Service to make these administrative adjustments which they 
could do rather rapidly if you could convince someone of the practi- 
cality. 

Mr. MARANEY. Let me say. Mr. Derwinski, that we certainly in- 
tend to do that, and as T stated before, we feel that there are provi- 
sions in the Reorganization Act that are basically sound. 

The problems that we have are coming with the regulatory 
decisions that are handled down surrounding the provisions in the 

And as you said, we certainly intend—we keep—we can keep an 
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(mgoing discussion going with the Postal Service staff and in some 
cases it is productive, and in others we seem to be talking through 
deaf ears. 

But we certainly intend to follow your advise, yes, sir. 
Mr. DERWINSKI. Mr. Chairman, may I point out that with all the 

commentary I have heard from members on liow to reform the 
Postal Service and many, you know, are good Monday morning 
quarterbacks, in view of the latest news from Italy I have yet t» 
hear anyone suggest we bring over the Postmaster General of Italy 
to run the U.S. Postal Service. 

In comparison, we are looking very good here. 
Thank you. Thank you, Mr. Chairman. 
Mr. HANLEY. Thank you, Mr. Derwinski. 
Mr. Hinshaw ? 
Mr. HiNsjiAW. No questions, Mr. Chairman. 
Mr. HANLEY. Mr. Maraney, upon what do you base your opinion 

that one fourth of the annual contract rate would be just compensa- 
tion for cancellation of a contract? 

Mr. MARVNEY. Jolm ? I defer to counsel. 
Mr. ALLISON. Mr. Chairman, possibly I could answer that. 
We felt that 90 days would give a contractor more time to dispose 

of his equipment, find alternate uses for his employees, so forth, 
than the present situation, wliich allows them only .30 days. 

And, as you probably know, under the present situation the con- 
tract can bie terminated for "tlie convenience of the Postal Service" 
upon payment of one montii's compensation. 

We feel that is extremely inadequate because typically contractors 
purchase trucks and trailer and other capital equipment and it 
would be more equitable if we had 90 days rather than 30 days to 
try and find alternate uses for it. 

Mr. HANLEY. You state that you have a membership of about 
6,000 contractors. 

Can you tell us, for instance, since the inception of the USPS, 
how many of your member contractors have departed the reservation 
or no longer evidence interest in contracts ? 

Mr. MARANEY. That would be extremely difficult to give you an 
accurate answer. There are many contractors who have been trans- 
porting mail for 30,40 years wlio ultimately have retired. 

There are other contractors who have had one or two contracts 
and they were consolidated with other contractors and they are no 
longer operating the business. 

There are other contractors who have died, and their routes have 
been advertised. 

Mr. HANLEY. Wliat I am getting at is, for instance, do you have 
members contact you relating their disenchantment because of what 
they deem as an unfair contractual arrangement no longer wanting 
to provide their service, and involuntarily are forced out? Does that 
happen very frequently ? 

Mr. MARANEY. Yes, it is happening quite frequently. 
Mr. HANLEY. DO you have any record of the number over a course 

of a year ? 
Mr. MARANEY. I don't have. We sent out a questionnaire in late 
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Pebi'uary or March to which we had 11 or 12 percent response and 
one of the Arkansas contractors in that questionnaire stated that he 
"could not tolerate further doalin<?s with the Postal Service." 

Now, there are many things that I hear, many verbal complaints 
that "Tf this continues we will just be getting out of the business." 

Mr. HANI.EY. Well, then, may I ask, in connection with another 
aspect of this, that is your second proposal, if the contractor's re- 
quest is turned down the contractor would not still be entitled to in- 
terest. Isn't this correct; relating to your second proposal ? 

Mr. MARANEY. On the adjustment, you mean the delay in adjust- 
ment ? 

Mr. HAXLEY. Yes. 
Mr. MARANEY. He is not entitled to interest now. 
Mr. HAXLKY. That is riglit. 
Mr. MARANEY. But we feel with these intolerable delays we have 

got many contractors who don't operate., if at all, on a profit margin 
who are finding themselves, as I stated before, going to. the bank to 
borrow money to operate who have not sufficient casl^ flow and who 
wait anywhere from 4 months to a year to get an adjustment. They 
now have to pay the loan back to the tank and interest on that loan. 
What we are proposing here basically is an attempt to get the 
Postal Service logistics to wake up and look at ,the problems these 
little guys are having and, you know, it is costing them money to 
apply for an adjustment to their contract, which is a pass-through 
cost. 

Mr. HANLEY. I see. Mr. Johnson? 
Mr. JOHNSON. T have no questions. 
Mr. HANLEY. Mr. Derwinski ? 
Mr. DERWINSKI. NO further questions. 
Mr. HANLEY. Mr. Hinshaw? 
Mr. HINSIIAW. No questions. ' ' 
Mr. HANLEY. Gentlemen, again our appreciation for your,appear- 

ance here this morning and we are most grateful for your time and 
interest and effort. 

Mr. MARANEY. Thank you, Mr. Chairman. 
Mr. ALLISON.-Thank you, Mr. Chairman. 
Mr. HouGER. Thank you sir. 
Mr. HANLEY. T am going to ask unaninlous consent that the ap- 

pendages attached to the statement be placed in the record. 
[The attachments follow:] 

SUMMABY AND PB0P08ED AMENDMENTS S'lTBMITTED ST NATIONAL STAB ROUTE 

MAEL CABBIEB'S ASSOCIATION . 

The postal transportation contracting industry supports tlie basic aims of 
tlie Postal Reorganization Act. However, we believe tliat the Intent of tlie Act 
has been frustrated by some of the policies adopted and implemented by Postal 
Service oflScials, particularly in field offices. To correct these problems, we have 
requested nine amendments to the Postal Reorganization Act. The proposed 
amendments are addressed to the following problems: 

(1) The first proposal would return control over, capital expenditures to 
Congress. 

(2) The second proposal would simplify the cost adjustment procedure ai6 
pirpvlde contractors with ail effective reipedy if their applicatioiis for cost ad- 
jiiitments are not processed in a timely tdarider. 
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.(80^ The third preposal would protect quality service and eliminate nricons- 
cibnable rate setting by requiring postal officials to accept the lowest responsi- 
ble bid, so long as the amount of the bid is reasonable. 

(4) The fourth proposal would promote equitable treatment for contractors 
by requiring contract amendments to be agreed in advance. 

(5) The fifth proposal would require the Postal Service to economize by 
comparing the true costs of alternate modes of transportation before selecting 
a particular mode. 

(6) The sixth proposal would provide contractors witb equitable indemnity 
If a contract is terminated for convenience of the Postal Service. 

(7) The seventh proposal would provide contractors with an effective and 
jnst remedy of appeal that is consistent with the standard disputes clause in 
government contracts. 

(8) The eighth proposal would expedite the fair settlement of claims against 
the Postal Service for damage to a contractor's vehicles and equipment. 

(9) The ninth proposal would update the grandfather clause provided' In the 
original act. .     tj 

Dur specific proposals are set forth below, together with a brief explamttioa 
of each proposal. 

The National Star Route Mail Carrier's Association respectfully submits 
nine proposed amendm^its for consideration by the Committee. E<ach pr(^)osed 
amencbnent is set foirth separately and followed by an explanatory paragraph. 

CAPITAL EXPENDITURES 

We request that 8» U.S.C. 2<)03 be amended- by adding the following subpar- 
agraph (f) : 

(f) Notwithstanding any other provision in this titl6, for a period of four 
years from the effective date of' this subsection^i the Postal Service shall nei-' 
ther purctiase nor incur any obligation to purchase capital facilities or equip- 
ment without first obtaining a special appropriation from Congress. 
DUou»»ion 

Redently, the Postal Service has been severely criticized for wasteful expend- 
itures of public funds for capital facilities and equipment. At the same time, 
Congressional appropriations to cover the operating loss of the Postal Service 
have continued to grow. To the extent that the taxpayers are required to sub- 
sidize the Postal Service, we believe their representatives in Congress should 
maintain contrtri over the manner in which the subsidy is spent. 

COST ADJUSTMENTS 

We request that 39 U.S.C. §6005(b) (1) be amended to read as follows: 
(b)(1) Contracts for the transportation of mail procured under subsection 

(a) (4) of this section shall be for jjerioda not in excess of 4 years (or where 
the Postal Service determines that special conditions or the use of special 
equipment warrants, not in excess of 6 years) and shall he entered into wily 
after advertising a sufficient time previously for proposals. The Postal Service, 
shall upon application by the contractor or subcontractor adjust the compensa- 
tion allowed under the contract for increased or decreased costs resulting from 
changed conditions beyond the control of the contractor or subcontractor occur- 
ring during the term of the contract. On any application for an adjustment in 
compensaticHi resulting from increased costs, the Postal Service shall render a 
final decision within fifty-six calendar days of the filing of such applicaticm. 
Failure of the Postal Service to render a final decision in accordance with the 
preceding sentence shall entitle the contractor or subcontractor to recover in- 
terest, from the «id of such fifty-six day period unil the final decision is 
made, at the rate of eight percent per annum on the requested compensation 
Increase. The interest provided by this subsection shall be paid in a lump sum. 
payment at the end of the first accounting period following the date of the 
final decision. 
DUcussion 

The law presently contemplates adjustments in the compensation of highway 
transportation contractors to cover increased costs resulting from changed ccm- 
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ditions during the contract term. As the Comptroller General <rf the 'United 
States observed in Report B-141203, dated May 31, 1972, to the Honorable 
David N. Henderson, Member of Congress : 

"Hence, it is our view that the intent of Congress is to give the Postal Serv- 
ice, under the Postal Reorganization Act, the same authority with respect to 
extending star route contracts and adjusting the comiK-nsatiou thereunder as 
the former Post OflSce Department had under tlie Act of June 19, 1948." 

It was undoubtedly felt that a procedure to adjust compensation during the 
contract term would facilitate closer bidding of contracts, and thereby save the 
Postal Service money. 

The Postal Service has implemented a procedure to process cost adjustments. 
However, two serious problems currently exist.  First, ccmtractors experience 
unreasonable delays in obtaining a final decision from tlie Postal Service on 
requests for cost adjustments. The National Star Route Mail Carrier's Associa- 
tion recently completed a survey of its membership. The results of the survey 
indicate that, during the preceeding three year period, the average time for 
the Postal  Service to process cost adjustments varied from  90 days  in  the 

Western Region to 135 days in the Southern Region. A lar^e number of cost 
adjustment applications are not being resolved by the Postal Service for as 
long as 6 months to one year from the date the application is filed. This delay 
is unconscionable, since a contractor is typically required to borrow working 
capital to pay increased costs while his application for a cost adjustment is 
being processed. 

The second problem arises from the discretionary nature of the cost adjust* 
ment procedure under existing law. The Postal Service has been using a series 
of extremely complicated regulations for processing cost adjustments. The com- 
plex nature of these regulations adds to the delay in processing cost adjust- 
ment requests. In addition, adjustment applications for many legitimate items 
of increased cost, such as wage increases beyond the contractor's control, are 
frequently denied, particularly during the first year of a contract term. 

We_believe these problems can be avoided by making the adjustment proce- 
dure mandatory, and requiring the'Postal Service to process cost adjustment 
applications to a final decision within two postal accounting periods. If the 
Postal Service does not process an application within the 56 day period, the 
contractor should recover interest, to compensate him in part for his need to 
borrow working capital. 

BEJECTION OF BIDS 

We request that 39 U.S.C. § 5005(b) be amended by adding the following 
subsection (4) : 

(4) If the Postal Service advertises for the transportation of mail under 
subsection (b)(1) of this section, it shall award a contract to the lowest re- 
sponsible bidder whose bid is responsive, unless the annualized rate per mile 
in the bid is unreasonably high when compared to the annualized rate per mile 
in any contract providing for substantially the same service at the time of ad- 
vertisement. 
Discussion 

Several instances, most frequently in the Southern Region, have been re- 
ported in which postal officials establish an arbitrary maximum rate per mile 
for evaluation of bids. If all bids exceed that maximum, they are frequently 
rejected in an effort to negotiate a lower rate with individual contractors. In 
too many cases, contractors have felt economically compelled to accept a re- 
duction in their bid in order to stay in business. When the contractor finds he 
is unable to operate the route at a cut rate, he may be forced to operate his 
route on a marginal basis or even go out of business. As a result, service to 
postal patrons deteriorates. We believe the Potal Service should be allowed to 
reject competitive bids only If they are unreasonably high, so that free and 
open competitiwi, consistent with good performance, may be assured. 

CONTRACT  AMENDMENTS 

We request that 39 U.S.C. §5005(b) be amended by adding the following sub- 
paragraph (5) : 

(5) A contract under subsection (a) (4) of this section may be amended to 
phange the service required by the contract only by agreement betweea the 
'Postal Service and the contractor or subcontractor. 
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Contractors provide the Postal Service with flexibility to accomo^ate al^f^ea 
in mall flovf. However, to protect a c^ntrjuitor's investment in an'existing con- 
tract, we believe that amendments to the contract should require prior agree- 
ment between the Postal Service and the contractor. 

COeT EVALUATION 

We request that 39 U.S.C. §5005 (c) be amended to read as follows: 
(c) The Postal-Service, In determining whether to obtain transpprtation of 

mail by carrier or person under subsecticm (a) (1) of this section, by contract 
under subsection (a) (4) of this section, or by Government motor vehicle, sh^ll 
use the mode of transportation which adequately serves the public Interest, 
primary consideration being given to the cost of the transportation service 
under each mode. For purpones of comparing the cost of transportation under 
each mode, the true cost of each, mode shnll be evaluated l>y considering all 
costs related to the particular transportation including, but not limited to, cap^ 
ital equipment and spare parts, buildings and other facitHies, direct and super- 
visory labor, fringe benefit*, /"ei, maintenance, tolls, administration and gen- 
eral overhead, and taxes incurred or foregone. 
Discussion 

In a letter to the Postmaster General on June 29, 1972, the United States 
General Accounting Office recommended greater use of star route contracts to 
save money: 

"Our analysis of Postal transportation activities in sparsely populated areas 
throughout the United States showed that substantial savings could have been 
achieved by replacing government rural delivery service with contract star 
route service. By comparision, the cost of box delivery star routes during our 
survey ranged from 20 percent to 60 percent less than the cost of government 
rural delivery service." 

We believe the same CMJClusion could be expressed about most forms of 
highway transportation service throughout the country. In a time of rising 
public concern over increased Postal Service expenditures of questionable 
efficiency, wc suggest that accurate cost evaluation of various alternative 
modes of transportation service be made mandatory. 

CONTRACT TERMINATION FOR CONVENIENCE 

We request that 39 U.S.C. §5005 be amended by adding the following subsec- 
tion (d) : 

(d) A contract under subsection (a)(4) of this section may be terminated 
by the Postal Service for reasons other than contractor default upon payment 
of indemnity. For purposes of this subsection (d) : (1> "Defftult" refers to de- 
fault or breech of contract by the contractor as those terms are defined in the 
applicable contract; and (2) Notwithstanding any contract provision to the 
contrary, "indemnity" shall be equal to <»ie-quarter of the annualized contract 
rate at the time of termination. " .- ^ 
Discussion 

The general provisions of Postal Service highway transportation contracts 
allow terminatitm for convenience of the Postal Service upon payment to the 
contractor of an indemnity equal-to one-twelfth of the annual contract rate. 
Clearly, termination for convenience of the Postal Service causes loss to the 
contractor substantially in excess of one month's imy. A more reasonable in- 
demnity would be <me-quarter ot the annual corttract rate. This would allow 
the contractor Approximately ninety days to find alternate uses for his vehi- 
cles, capital equipment, and employees. 

We request that 39 U.S.C. §5005 be amended by adding the following subsec- 
tion (e) : 

(e) Any person holding a contract for the transportation of mail under 
subsection (a) (4) of this section shall have the right, notwithstanding any 
provision in the contract, to appeal any decision of the contracting officer CMI- 
ceming a question of fact under the cMitract to the Postal Service Board of 
Contract Appeals, in accordance with rules of procedure duly adopted by said 
Board, toothing in this subsection shall be construed to limit the right of any 
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person to seek judicial review or other relief in accordance with 39 U.S.C. 
§409, or any other provision of law. 
Discussion 

The general provisions of highway  transportation contracts severely  limit 
the Jurisidetion of the Postal Service Board of Contract Appeals, particularly 
with respect to denials of cost adjustment applications. As a general rule, the 
Board of Appeals will accept jurisdiction of claims involving cost adjustments 
only  to the extent  that  increased  costs  resulted  fi-om  governmental   action. 
Thus, with respect to many cost increases in items such as increased wages 
bargained  with employees or increased repair costs, tlie contractor presently 
has no remedy in the Board of Appeals. Because most appeals from adverse 
decisions on applications for cost adjustment involve several items, it is typi- 
cally necessary for the contractor to bring two actions. One action involves an 

appeal to tlie Board of Appeals on a portion of his application. After that ap- 
peal is resolved, it is then neces.sary for him to seek judicial relief with re- 
spect to the remaining items. This procedure becomes so time consuming and 
expensive that many contractors, particularly on smaller routes, feel they have 
no choice but to accept the contracting officer's decision. To eliminate the need 
for successive api)eal, and to provide an effective remedy- for contractors who 
feel their cost adjustment applications have been unjustly denied, we believe i-_ 
t^e Board of Appeals should be vested with broader jurisdiction. 

DAMAGE CLAIMS 

We request that Title 39, U.S.C, be amended by adding the following section 
5508: 
§5008. Damage Claims 

If vehicles or equipment owned by any person, whether an individual or pri' 
vate business concern, are damaged while in the custody or under the control 
of the Postal Service or its employees, the Postal Service shall be liable for 
such damage unless it can sustain the burden of proving" that such damagg^^ 
was caused by active negligence of the owner or his employee. 
Discussion 

Vehicles and equipment furnished by contractors are frequently damaged 
while in the custody or under the control of the Postal Service and its employ- 
ees. When such damage occurs, it is frequently impossible for the contractor to 
find out exactly what cuased the damage. Many contractors are not presently 
being reimbursed for this damage in a timely manner, as a result of adminis- 
trative delays or Postal Service reluctance to admit fault. Even though con- 
tractors may be able to obtain satisfacion in court under the legal doctrine oC 
res ipsa loquitur, many contractors are unwilling to jeopardize their business 
relationship by filing suit against the Postal Service, or unable to afford the 
delay involved in a court case. 

We believe a clear statutory provision will alleviate the current problems by 
promoting the speedy resolution of damage claims in a fair manner. 

STAB ROUTE CERTIFICATION 

We request that 39 U.S.C. §§ 5215(a) and 5215(b) be amended to read as fol- 
lows : 
§ 5215. Star Route Certification 

(a) Any person who is a contractor under a star route, mall messenger, or 
contract motor vehicle service contact (or successor in interest to any such 
person), shall, upon application to the Commission for the territory within 
which such contractor operates be issued a certificate of public convenience 
and necessity as a motor carrier for the transportation of mail by the Commisr 
sion without the Commission's refjuiring further proof that the public conven- 
ience and necessity will be served by such operation and without further pro- 
ceedings. 

(b) Applications of persons who are not contractors shall be decided in 
accordance with applicable Commission procedure. 
Discussion 

Section 5215 of the Postal Reorganization Act currently provides grand- 
father rights to contractors existing on the effective date of the Act. Be(^]ise 
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tbe Interstate Commerce Commission lias expressed no interest In rejnilattng 
tlie activities of star ro\ite contractors, tliose ftrandfatlier riglits have rarely 
been exercised. At sometime in the fuure, however, it may IVe neces.sary and 
dSsiraltle for more cohtractofs to exerc-lse such riglxts. When that occurs, many 
contractors will have different routes than they had when the Postal Reorgani- 
zation Act became effective. I<"urther, since the Postal Reorganization Act some 
contractors have gone out of business. Tlierefore we re(iuest a minor change in • 
the grandfather clause so that existing contractors,.at the time of application,- 
may obtaih the protection intended'by Congress. 

Mr. H.AXLKY. The next witnesses arc the Postal Rate Commission- 
ers, Mr. Fred B. Rhodes, chairman, and I understand Mr. Rhodes is 
accompanie^l by Nathan A. Baily. Fnink P. Saponaro. and Carlos 
C. Villarreal, and if there are otliers, for the purpose of the record, 
will yOu introduce them. Mr. Rhodes ? 

Mr. RHODES. Mr. Chairman, I'd like to introduce Mr. Lloyd Diet- 
rich, our General Counsel, who will be at the t^ible with us. 

Mr. HAXLEY. Fine. Well, ^Ir. Rhodes and p^entlemen, we are glad 
to have you with us and in recop^iition of the very, very important 
function you play in this overall arena we are very much interested 
in what you have to say this morning. 

STATEMENT OF FRED RHODES, CHAIRMAN OF THE POSTAL RATE 
COMMISSION, ACCOMPANIED BY NATHAN A. BAILY, FRANK P. 
SAPONARO, CARLOS C. VILLARREAL, AND LLOYD DIETRICH 

Mr. RHODES. Thank you. Mr. Chairman. 
As we have requested before, we would like to once again ask the 

indulgence of the committee not to inquire into matters that are 
pending before the Commis.sion in the cases that we are now hearing 
and also our code of ethics and conduct requires that we do not dis- 
cuss matters that are apt to become in issue before the Commission. 

Mr. HANLEY. Well, if a question should be ventured that could 
jeopardize a court position please let it be known. 

Mr. RHODES. Thank you, Mr. Chairman. 
Otherwise, of course, we welcome any inquiries which you may 

have or comments which you and the members of the committee 
would care to make, Mr. Chairman, with regard to any feature of 
the work of the Postal Rate Commission. 

In introducing H.R. 15511, Mr. Chairman, 5'ou expressed concern 
over several features of the Commission and its operations and par- 
ticularly you went into the length of time that it takes the Commis- 
sion to reach its decisions and that in some areas the Postal Reor- 
ganization Act appeai-s to leave the Commission without full 
independence of the Postal Service. 

Before turning to the specific legislative proposal let me make 
some general comments with regard to concerns which you have 
expressed, Mr. Chairman. 

We recently testified before this committee, as a matter of fact on 
January 30, in considerable detail with regard to problems of exjpe- 
diting our proceedings and I have attached as an appendix some in- 
formation from that appearance and also I'd like to include, if I 
might, at this point in time a table which would show the status of 
interrogatories of the parties that have appeared before us, which 
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gives a flavor. T think, for the problems relating to the length of 
time which the Commission takes. 

Mr. HAXLET. Without objection, the items referred to will appear 
in the record at the end of your testimony. 

Mr. RHODES. A major problem creating the delay in our pro- 
ceedings is the difficulty of obtaining necessarv information on opera- 
tions, costs, and revenues of the Postal Service. The prompt hearing 
of our cases has been hampered at times by a lack of regularized 
and cumulative cost and revenue data, and these data deficiencies 
have resulted in excessive delays in the cases to permit the extensive 
use of discovery procedures. 

Now, I am pleased to note that the Postal Service, in its testimony 
on record with this committee as of yesterday, indicates a knowledge 
on their part of the deficiencies in the cost data. 

On June 20 we wrote a letter to the Postmaster General seeking his 
cooperation in a development of a format for periodic reports to the 
Commission by the Service and in the establishment of a standard 
system of accounts which would assist the Commission in fulfilling 
its statutory responsibilities. In connection with this effort our chief 
accountant will study the Service's classification of accounts, its 
management information system, its library of computer programs 
and its other cost and revenue accounting practices. We are hopeful 
that these studies will contribute significantly to the development of 
data needed to enable the Commission to process rate and classifica- 
tion requests more expeditiously. 

In our mail classification proceeding. Docket No. MC73-1, the 
Commission has recently taken steps to insure that the proceeding is 
completed as promptly as possible without sacrificing the develop- 
ment of a full evidentiary record. As we advised the committee in 
our last appearance, the Commission, in August 1973, entered into a 
contract with A. D. Little to prepare a basic study of methods of 
testing and analyzing a wide range of alternative mail classification 
designs. The study was completed and released to the public in 
April 1974 and, at least partially on the basis of the recommenda- 
tions in the study, the Postal Service proposed to undertake exten- 
sive additional studies on economic and technological aspects of 
basic mail classification reform. The Postal Service proposed that 
proceedings in the classification case be suspended for 31 months to 
permit completion of these studies. The presiding administrative law 
Judge decided to suspend proceedings until December 31, 1974, to 
permit the program of studies to go forward. 

On review of the judge's decision, the Commission decided to fol- 
low a different approach. The Commission agreed that extensive 
studies on basic classification reform appeared necessary. Accord- 
ingly, the Commission ordered the prelimmary proposals for studies 
to be refined and developed during a period of approximately 90 
days, after which there would be further decisions on the studies to 
be undertaken and the procedures to be followed. 

The Commission further decided to divide the classification case 
into three phases, in which different procedures will be followed. 
Under this approach, the need for prolonged procedures on basic re- 
form will not delay proihpt consideration of proposals for limited 
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changes in the existing classification schedule. In two of the three 
phases the Commission will consider proposals for adoption of the 
existing schedule and limited clianges therein. We anticipate that 
these phases will be completed before the third phase, whidi will 
consider the issue of basic reform. 

We are also pleased to note that our rate case, docket No. R74-1, 
is moving forward rapidly. In that proceeding the Po.stal Service 
has requested approval of rate inci-ea.ses designed to generate $2 bil- 
lion in additional revenues. 

On May 16, the parties to the proceeding, including many trade 
associations that repre.sent thousands of members, submitted their 
direct evidentiary presentations and their rebuttal to the Service's 
rate proposals. Thus far in the proceeding, some 22 parties have cir- 
culated pretrial submissions by 42 witnesses, who sponsor 1,300 

Eages of direct and rebuttal testimony and tho\isands of pages of ex- 
ibits, appendices, attachments and schedules. Pursant to the innova- 

tive procedural directives of Judge Wenner. the parties have submit-, 
ted their written cross-examination of Postal Service witnesses and 
filed their motions for oral cross-examination. Hearings in the case 
commenced on June 27 and will continue through the stimmer at an 
intensive pace. 

In concluding my geneial remarks, I would like to comment 
briefly on Chairman Hanley's concern over the Commission's inde- 
pendence. 

The Commission believes that our independence from the Postal 
Service is of critical importance. Because of public confusion it 
needs to be emphasized that the Commission is not part of the I".S. 
Postal Service and its decisions are not dictated in any manner by 
the Postmaster General or the Board of (io\eniors. As the Com- 
mittee will recall, the Postal Reorganization Act was designed 
to take the whole question of mail rates and classification out of the 
political process, and to have these matters determined on the basis 
of an evidentiary record by an independent commission, with mem- 
bers selected on the basis of professional qualifications. Under the 
scheme of the act, it is the Commission which fiu'nishes the only for- 
mal opportunity for users of the mails and other members of the 
public (1) to present their views on postal rates and classification, 
(2) to question and evaluate the data submitted by the Service and 
(3) to offer rebuttal evidence. Given the adversary nature of our 
proceedings, it is vital to the success of regulation under the act that 
we render fully independent decisions. 

The Commission does not believe that our limited statutory ties 
with the Governors of the Postal Service have affected our inde- 
pendence in any way. As I will discuss more fully later, the Gover- 
nors' power to review the Commission's budget and decisions is cir- 
cumscribed by law. In actual practice to date, the Governors, in the 
exercise of these powers, have not interfered with the Commission's 
statutory duties, and we have never been influenced in the conduct 
of our duties by the existence of the Governors' review powers. The 
committee can be assured that the existence of the Governors' review 
powers has not prevented the Commission from functioning with 
complete independence. 

37-485  O - 75 - S 
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Turninjr to the specifics of H.R. 15511, the bill contains a number 
of amendments desijrned to further the independence of the Commis- 
sion. The Commission generally supports these proposals. Although, 
as I have stated, we do not believe that the existing law has pre- 
vented the Commission from acting with full independence, the law 
does contain a number of provisions which raise the appearance of a 
lack of independence, and which could create problems in the future. 

There are four proposed amendments designed to strengthen the 
Commission and further its independence. The amendments cover 
(1) finality of Commission decisions. (2) separation of the Commis- 
sion's budget from the Postal Service's control, (3) Senate confirma- 
tion for Commissioners, and (4) designation of a vice chairman. 

(1) As to the finality of Commission Decisions: Under Chapter 
36 of the Postal Reorganization Act the Commission renders not a 
final decision but a recommended decision which is .subject to review 
by the Governors of the Postal Service. However, paragraph 3625 
imposes constraints on the Governors' power to modify Commission 
decisions, and, as a practical matter, their power to revise Commis- 
sion opinions is narrow. 

H.R. 15511 would eliminate the Governors' review of Commission 
decisions and authorize the Commission to issue final decisions. We 
support this amendment. Generally speaking, independent regula- 
tory agencies, such as the Commission, render final decisions, and 
there is no reason for the Commission to be afforded less power, par- 
ticularly when appointments to the Commission are governed by a 
requirement, not in the statutes of other agencies, that Commission- 
ers must be chosen on the basis of their "professaional qualifica- 
tions." Additionally, the elimination of review by the Governors 
would not leave the Commission with wholly unfettered discretion. 
Importantly, the decision of the Commission would be subject to re- 
view by the courts, in the same manner as decisions of other regula- 
tory agencies. 

(2) In regard to independence of the Commission's Budget: 
Under present provisions of the act, section 3604(c), the Commission 
submits a budget of its expenses to the Governors of the Postal 
Service. The Governors may. by a unanimous written decision, ad- 
just the total amount of money requested in the budget, but may not 
adjust any individual item. 

In the brief life span of tlie Commission, we have not experienced 
any difficulty under the present system. However, we recognize that 
the present system has raised concern because of its unusual feature 
of a regulatory agency submitting its budget to the regulated orga- 
pization. If the Congress in its wisdom decides to change the exist- 
ing system, the ideal budget method, from the Commission's stand- 
point, would be the method proposed in early drafts of S. 411. 
Under this proposal a statement of expenses woiild be submitted to 
the Postal Service by the Commission and would automatically be 
paid from the Postal Service Fund upon presentation of vouchers 
signed by the chairman of the Commission. The adjustment power 
which the Governors now retain over the total budget of this Com- 
mission, an independe^nt agency, would be removed. 

(3) With regard to Senate confirmation of CDmmissi'oners: The 
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Postal Reorganization Act presently contains no requirement that 
the appointment of Postal Rate Commissioners be subject to confir- 
mation by the United States Senate. We are aware that the govern- 
ing statutes of most regulatory agencies provide that their members 
be appointed by the President with the advice and consent of the 
Senate. A provision calling for Senate jipproval would, of course, 
enable the Senate to review the professional qualifications of mem- - 
bers of the Commission. 

The Commission regards the suggested change in the method of 
appointing Commissioners as raising a matter peculiarly within the 
expertise and informed judgment of Congress. 

(4) With regard to tlie designation of a vice chairman: The 
Postal Reorganization Act ^oes not presently provide for designa- 
tion of a Vice Chairman. The Commission believes that it has statu- 
tory authority to select a vice chairman under paragraph 3603 of the 
act which authorizes the Commission to take actions "necessary and 
proper" to carry out its fimctions. In this connection we note that a 
number of regulatory agencies, such as the FCC, FTC, and ICC, 
have acted under similar general statutory provisions to select a vice 
chairman. Other agencies, such as the Civil Aeronautics Board and 
Federal Power Commission have statutory provisions requiring des- 
ignation of a vice chairman. The Commissibh has never found it 
necessary to select a vice chairman. However, we have no objection 
to statutory designation of a vice chairman. , 

One other provision of H.R. 15.511 is of particular interest to the 
Commission. The bill would modify paragraph 3641 of the act to 
provide that the Postal Service may not adopt temporary rates or 
classifications until 180 days after they have submitted a request for 
permanent rates or classifications to the Commission. The present re- 
quirement is for 90 days. 

In proposing this amendment, Mr. Chairman, you recognized that 
"under the Administrative Procedure Act it is virtually impossible 
for the Commission to finish its proceedings within 90 days." We are 
in complete agreement with the chairman's conclusion on this mat- 
ter. The Administrative Procedure Act requires that the Commission 
hold a full-dress evidentiary hearing before it reaches its decision, 
and at the hearing all interested parties have the right to present ev- 
idence and cross-examine the expert witnesses of other parties. Given 
the complex nature of postal rates and the underlying economic and 
technological data, and the current absence of an adequate data base, 
Administrative Procedure Act procedures simply cannot be com- 
pleted in 90 days. 

Moreover, if our cases continue to be as complex as they have been, 
and if the data collection systems of the Postal Service continue in 
their present form, I do not anticipate that our cases can be com- 
pleted in 180 days. The present lack of a substantial and uniform 
data base means that proceedings will inevitably be delayed while 
the parties explore the data underlying the Postal Service's recom- 
mendations by written or oral cross-examination. The Service and 
the Commission are working to improve the data situation but vast 
improvements in data collection are essential, if we are to accelerate 
our current pace or even come close to concluding cases within 180 
days. 
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As a refinement of tlie amendment- on temporary rates and classi- 
fications, we recommend that the Postal Service be required to ^ive 
45 days' notice of its intention to file a rennest for a Commission de- 
cision on rate or classification chnnges. This notice will enable the 
Commission and other interested persons to bejrin "gearinc up" for a 
proceeding, and should shorten the time required to decide tbe case 
after the applicatioji has been filed. 

The Commission believes that there are a number of areas in 
which additional legislation could serve to increase the efficiency and 
effectiveness or the Commission's operations. If the committee is in- 
terested in any of these proposals, we would be glad to provide spe- 
cific language for the Committee's consideration. 

First, we believe that it would be desirable to clarify that the 
Commission has certain powers generally held by regulatory agen- 
cies, specifically the power to issue subpoenas and the power to re- 
quire the Postal Service to submit periodic reports and to adopt a 
system of regulatory accounting. The Commission believes that the 
present law grants us these powers. However, there are indications 
that the Postal Service does not agree, and clarifying legislation 
would help ensure that the Commission could exercise these powers 
without substantial delay. 

We also consider it desirable that the Commission be given au- 
thority to participate in litigation arising out of mail rate and clas- 
sification proceedings. TTnder existing law the Department of Justice 
controls court litigation arising from these cases and determines the 
representation which will be made to the court. The Commission be- 
lieves that it would be desirable for it to have authority to apprise 
the court directly of its own views, especially in cases where there is 
disagreement between the Commission and the Governors of the 
Postal Service. 

We further recommend legislation to remove any possible question 
as to whether the Commission has jurisdiction, for ratemaking pur- 
poses, to inquire into (1) The total cost and revenue estimates of the 
Postal Service, (2) The phasing schedules used for certain rates, (3) 
Whether there .should be an adjustment in rates due to failure of 
Congressional appropriations. (4) The quality of postal service, and 
(5) The honesty, efficiency and economy of postal management. 

In our first rate case wo considerd thcFe quc^tionR in great detail 
and concluded that we had jurisdiction. Tlie Governors disagreed 
but did not seek judicial resolution of the disagreement. The first 
drafts of S. 411 would have made it clear that the Commission's as- 
sertion of jurisdiction was correct. However, these clarifying provi- 
sions were subsequently deleted when S. 411 was limited to extend- 
ing the phasing periods. 

Finally, the Commission recommends legislation to make it clear 
that the Commission has jurisdiction over special services, such as 
registry of mail and special delivery, and experimental services. 
Early drafts of S. 411 included a detailed regulatory scheme for the 
Commission to assert jurisdiction over these matters with special 
procedures designed to ensure that there would be no basic conflict 
between regulation by the Commission and the flexibility of postal 
niahagesment to imiovate and make minor changes in service. These 
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provisions were dropped from S. 411 when it was decided to limit 
the bill to adjustment of the phasing period. 

Mr. Chairman, this concludes my prepared remarks. Again let me 
thank you on behalf of each of the Commissioners for this opportu- 
nity to be here this morning. 

We appreciate this opportunity now to respond to your questions. 
[The mformation attached to the preceding statement follows:] 
(Excerpts From Statement of Chairman Rhodes Before the Subcommittee on 

Postal Service of the House Committee on Post Office and Civil Service, Janu- 
ary 30,1974.) 

NATXniEOFfOMMISBION PBOCEEDINOS 

We believe it extremely important, if the Commission is to carry out Its reg- 
ulatory functions in a manner that ensures public confidence, that the Con-. 
gress and the public understand why major regulatory proceedings require a > 
substantial period of time to coiuplete. By ^ny reasonable standard, however,, 
we believe our cases are beard and decided a's speedily as any comparable regr , 
ulatory proceedings. 
Complexity of issues before commission 

First, the issues which the Commission deci4e8 are highly complex and tech- 
nical. For example, the pending cla.sslflcation case involves a complete review' 
and reevaluation of a .mall classification schedule of 40 odd classes and sub-, 
classes which came into being over a period of almost 200 years. The nee4 fop 
a comprehensive review of the mail cIas.siflcation schedule was recognized by 
Congress in Section 3623 of the Postal Reorganization Act which directed th« 
Postal Service, within two years after the effective date of the Act, to request 
the Commission "to make a recommended decision on esablishing a mail claa- 
sification schedule." Clearly, far-ranging postal reform—such as simplificatiMi 
of the present mail classification schedule—cannot be effected without inten- 
sive study by the Service, and by the mailers affected by potential changes in 
mail classification. 

Similarly, the current rate case involves the establishment of a rate schedule 
for a service organization with a claimed revenue need of $12 billion. When 
one adds to the normal difficulties encountered in establi.shing rates,' the inade- 
quacy of the Postal Service's data collection and accounting methodologies 
which so concerned the Court of Appeals in the Association of American Pub- 
lishers case, the complexities of decision-making are Increased enormously. The 
Postal Service itself recognizes the deficiencies in data and accounting, al- 
though the Service may differ with other parties to the cases as to the time- 
frame In which It Is necessary to remedy the deficiencies. In a recent report to 
the Administrative Law Judge in the Classiftcatlon- case, the Postal Sefrlce 
stated that it is firmly committed to improving its costing system, but added 
that it was "unable to state precisely how long It would take to institute an 
improved costing system, partly because we do not yet know all the salient 
factors which, in fact, influence cost variation." ,» 
Procedural due process requirement 

A second factor contributing to the lengthlness of the Postal Rate Commis- 
sion proceedings are the legal requirements designed to afford due process of 
law to all persons substantially affected by postal rates and classifications. Our 
proceedings are governed by the Postal Reorganization Act and the Adminis- 
trative Procedure Act; these statutes require no less than full-scale eviden- 
tiary hearings In all proceedings. 

At the hearings. Interested persons have a right to present evidence and to 
cross-examine expert witnesses appearing on behalf of other parties. In view 
of the complex nature of our problems and the large number of persons af- 
fected by postal rates, our evidentiary hearings are necessarily quite pro- 
longed. 

Some statistics from our first rate case illustrate this point In that case 
there were 50 intervenors appearing at the hearings. Together they presented 
98 witnesses sponsoring 245 exhibits, some of which totaled 200 pages or more. 
The record of the hearing totaled more than 13,000 pages of transcript. It is 
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certainly safe to assume that the second rate case and the classification case 
will be comparable in scope to the first rate case. 
Expedition and comprehensive record development are interrelated goals 

Expedition of any regulatory proceeding is a formidable task. It is especiaUy 
difficult because expedition is not the only objective. Our statutory mandate re- 
quires us to consider not only expedition, but also the objectives of devel(^ing 
a full record, and assuring due process to all parties. Expediting a proceeding 
Involves coordination of the efforts of more than 50 parties and their efforts 
are often interdependent. 

For example, intervenors In our cases claim, often with justification, that 
they are unable to file their direct evidence until they have received clarlflca- , 
tlon of the Postal Service's evidence through the Postal Service's answers to 
Interrogatories. In other words, expedition depends, in the first instance, on 
the completeness and clarity of the evidence the Postal Service files with a re- 
quest. An added difficulty is that the Postal Service is virtually the sole source 
of raw statistical information on postal costs, and there is no postal data base 
available to parties seeking to present evidence different from that submitted 
by the Service. 

If the Postal Service's evidence Is less than clear, or if parties need addi- 
tional information for evidence they wish to present, the Postal Service is 
flooded with interrogatories seeking clarification of its filing. When this flood- 
ing occurs, parts of the case must be delayed until interrogatories have been 
answered. 

In our opinion there is much that all participants can do to shorten the 
length of our proceedings. They can reduce, for example, the time taken to 
prepare their initial interrogatories to the Postal Service when a new case is 
begun. Also, their evidence can, and should, be more expeditiously prepared. 
Further detail on the interrogatories served in our cases, and the time span 
needed to prepare and answer them, is found in the attachment to this state- 
ment  

The Commission believes that its first rate case was promptly decided, par- 
ticularly in view of the fact that the proceeding was delayed for six weeks at 
the outset while the parties briefed, and the Commission decided, a number of 
threshold issues of jurisdiction. This view is supported by the following com- 
ment at the oral argument in the first rate case by a past President of the 
American Bar Association, Mr. Bernard Segal, who declared during oral argu- 
ment before the Commission that "I was as critical as anyone at the beginning 
of this proceeding about some of the annovmced procedures. I concede, as I 
have to counsel in this proceeding and my own associates, that I was wrong. I 
say to this Commission, and it is my firm judgment based on 30 years of prac- 
tice before administrative boards, that I have never seen a proceeding expe- 
dited like this one." 

Another approach to measuring the promptness of our decision-rendering 
process is to compare our first rate case to major prototype rate cases decided 
by other federal regulatory agencies. Many cases at other agencies have taken 
considerably longer than the 16 months required for the Commission's decision 
in its first rate case. We acknowledge, of course, that these comparisons can- 
not be carried too far, since there are many differences between the work of 
the various agencies. Nonetheless, we believe it instructive to realize that other 
agencies have found that substantial time is needed to resolve major probleios 
of economic regulation on the basis of an evidentiary record. 

RECOMMENDATIONS FOE TECHNICAL CHANGES IN H.R. 15511 
Section 1 

Section 1 of H.R. 15511 would amend § 2401 (b) of title 39 to provide that 
public service appropriations shall not lie H.sed to reduce rates for parcel post 
or fourth-class catalogs. We'find this section somewhat unclear and believe 
that it would be potentially difficult to administer, as drafted. Read literally, 
the section appears to say that the rates in question shall be set at the levri 
which would exist if there were no appropriations. But the amendment could 
also be read as requiring only that the rates not be reduced below their pres- 
eAt" level, tliis needs to be <^arified. 

We also raise the question of whether there is an inconsistency between tee 
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"20 percent" formula and the intention not to subsidize parcel post «r fourtb- 
class catalogs. The 20 percent formula would appear to indicate a iwlicy of 
subsidizing 20 percent of the expenses of each class of mail. }S. the 20 percent 
formula is am)lied to a base ot expenses for-all classes, including parcel post 
and fourth-class catalogs and if, at the same time, no portion of the appropria- 
tions goes to the benefit «f parcel post or fourth-class catalogs, then the otb^ 
classes will, in effect, receive subsidy at a rate greater than 20 percent of their 
expenses. 
Section S(a) 

A.a amended by § 3(a) of H.R. 15511, § 3824(d) of HOe 30 would coiitafn 
the following language: "The decisions of the Commission shall not be subject 
to approval, allowance under protest, modification, or rejection by the Gover- 
nors." 

The Commi-sslon assumes that the intent of H.R. 15511 is to eliminate all r^ 
view authority over Commission decisions on the p»rt of the Postal Servlcev 
The Commi.ssion is concerned that this language may create an inference that 
the Governors have some other, but unspecified, power over Commission decl» 
sions. Accordingly, we favor an outright repeal of § 3625. The proposed statu- 
tory language iloW contained in '8(b)(1) of H.R. 15511, exclusive of the 
above quotation from § 3624(d), would achieve the intcndeid repeal. To avoid 
unforeseen controversy over the Service's future review authority, the Commis- 
sion suggests that the above quoted language in § 3624(d), appearing at lines 
11-13 on page 3 of H.R. 15511, be deleted. 

SimilaHy, the Commission also suggests that references to the Commission 
"submitting" pt "transmitting" decisions to the Governors be entirely deleted 
from chapter 36 Of title 39. The suggested deletions would occur in §§ 3622(a), 
3623(b), S624(c), and 3e41(a) (two deletions). Not only does this language 
suggest that the Governors can in some way alter Commission decisions, it 
also appears to grant the Postal Service a privilege not accorded other parties 
to Commi-ssion proceedings. 

Finally, the Commission notes that the phrase "recommended decision" has 
been eliminated from §§ 3622, 3623, and 3628 of title 30. We assume that the 
intent of H.B. 15511 is to eliminate all references to "recommended" decisions. 
Therefore, the Commission suggests that the word "recommended" be deleted 
from §§ 3624 and 3662 as well. 
8ection» 3(6) and 3(c) 

Under present law, persons who desire to appeal a decision of the Oovemors 
with resi>ect to a recommended decision have 15 days from publication of the 
decision by the Public Printer 4n which to file their appeals. This 15-day time 
limit is hot altered in H.R. 15511 § 3(c). However, the requirement that the 
Public Printer publish the decision within 10 days of its issuance has been 
eliminated by the repeal of § 3625 in § S(b) of H.R. 15511. If it is the intent 
of H.R. 15511 that the Public Printer continue to be required to publish deci- 
sions of the Commission, the Commission suggests that the appr<H)rlate lan- 
guage be added to § 3624(c). If the Intent of the bill is to eliminate the re- 
quirement for publication, the Commission suggests that § 3628 be amended to 
require that api)eflls l>e filed within a si>ecified number of days from issuance 
of a Commission decision. 

Section 3662 of title 39 (Rate and Service Complaints) requires the Gover- 
nors to act oil recommended decisions of the Commission in accordance with 
§ 3625. Section 3(b)(1) of H.R. 15511 repeals § 3625. If, as we as-sume, It is 
the intent of H.R. 15511 that the Governors have no control over Commission 
decisions relating to rate and service complaints, the Commission-suggests that 
the reference to action on the part of the Governors In accordance with § 3625 
be deleted from § 3662. 
Section 4 

As amended by § 4 of H.R. 15511, § 3641^a), of title 39 would require the 
• Commission to transmit its decision to the Board of Governors. As discussed 

above, the Cominiiision suggests that this requirement be eliminated. If this re^ 
quirement is not eliminated, the Commission suggests that "Board of Gover- 
nors" be changed to "Governors" In order to make the first sentence of subsec- 
tion (a) consistent both with the last sentence and with present § 3641(a) of 
titteSO, 
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POSTAL RATE CASE  (DOCKET NO. R74-1. SEPT. 25, 1973), EVIDENCE OF WITNESSES FILED BY  U.S. POSTAL 

SERVICE AND INTERVENORS THROUGH JULY 9. 1974 

Date of direct Number o( 
By— evidence witnesses 

Advo-Systen's, Inc  May 17,1974 1 
Airefican Business Press  May 20,1974 1 

July    2,1974 2 
American Library Association  May 17,1974 1 
An-ericfn Newsp?per Publishers Association June   5,1974 1 
Associationof American Publishers and Book Manufacturers Institute  May 17,1974 1 
Assccietion of American Publishers etal  May 31,1974 1 
Associated 3d-Class Mail Users  May 14,1974 1 
Direct Mail/Marketing Association  May 17,1974 I 
Dow Jones  May  10,1974 1 

May 16,1974 2 
Field Enterprises Educational Corp  May 17,1974 I 
International Labor Press Association June   6,1974 1 
Magazine Publishers Association  May 17,1974 2 

 do  3 
Mail Order Association of America   do  1 
National Association of Greeting Card Publishers do  2 
National Easter Seal Society May   8,1974 1 
Nztion?! Newspaper Association-  May 16,1974 1 
Parcel Post Association  May  17,1974 1 
Post Card Manufacturer's Association  do  1 
Reader's Digest Association and Parcel Post Associstion June   7,1974 1 

July    2,1974 1 
Reader's Digest Association  May 17,1974 4 
Recording Industry of America do  1 
Time, Inc do  1 
United Parcel Service   do  2 

May 24,1974 1 
U^. Postal Service Sept. 25,1973 7 

May 23,1974 
July   3,1974 

OOC  May 16,1974 « 

Total  49 

POSTAL RATE CASE (DOCKET NO. R74-1, SEPT. 25, 1973), INTERROGATORIES FILED BY INTERVENORS ON U.S. 

POSTAL SERVICE THROUGH JULY 9, 1974 

Number still 
Filed by— Number        not answered 

American Business Press  
AtsocMed 3d-Class Mail Users  
Council of Public Utility Mailers  
Direct Mail/Marketing Association  
Dow Jones -  
Mail Order Association of America  
Reader's Digest Association  
Time, Inc  
United Parcel Service  
Additional intervenors  
OOC  

Total  918 I2t 

21 0 
80 0 
50 40 
85 0 
25 • 
17 • 
54 2$ 
44 « 

243 H 
82 3 
217 10 
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POSTAL RATE CASE-INTERROCATORfES FILED BY U.S. POSTAL SERVICE ON INTERVENORS THROUGH JULY 9,1974 

(Docket No. R74-1, Sept. 25,1973) 

Filed on— Number 
Number still not 

answered 

Advo-Systems, liic  10 
19 
3 
3 
3 
3 

29 
3 
7 

W 
3 

19 
3 

11 
52 

3 

10 
American Business Press ..,, ,    _ 16 

3 
Dow Jories        ...... . . 0 > 

3 , 
3 1 

7 
National Association of Advertising Publishers and Publishers Distribution Instituta  
National Association of Greeting Card Publishers  
National Easter Seal Society. _  
National Newspaper Association „  

M 
0 
Q- 

Reader's Digest Association      0 
mme, Inc     7 
United Parcel Service _  
ooc  

52 
3 

Total  1S5 W 

MAIL CLASSIFICATION CASE (DOCKET NO. MC73-1. JAN. 18,1973), EVIDENCE OF WITNESSES FILED BY U:S. POSTAL 
SERVICE AND INTERVENORS THROUGH JULY 9, 1974 

Data of direct        Number of 
By— evidence witnesses 

American Bankers Association  May   7,1974 1 
American Business Press  Oct.  10,1973 4 

Mai. 11,1974  
May   7,1974  

Advo-Systems, Inc do.  1 
American tibrary Association do.  1 
American Retail Federation. do  7 
American Society of Association Executives  June 22,1973 1 
Associated 3d-Class Mail Users June 21,1973 5 

June 22,1973  
SepL 4,1973  
May   7,1974  

Association of American Publishers and Book Manufacturers Institute do  i 
Bank Stationers Association - .do  1 
Council of Public Utility Mailers  Nov. 16,1973 2 

May   7,1974  
Democratic and Republican committees June 19,1973 11 

July 24,1973  
Department of Defense  June 15,1973 1 
Direct Mail/Marketing Association  May    7,1974 1 
Discover America Travel Organizations, Inc   June 21,1973 1 
Dow Jones  May 20,1974 1 
Josten's, Inc  July 23,1973 1 
Magazine Publishers Association  Aug. 10,1973 4 

Nov. 26,1973  
Jan. 3,1974  

Magazine Publishers Association et al  May   7,1974 I 
Mail Order Association of America - do  2 
National Association of Greeting Card Publishers do  } 
National Newspaper Association do  } 
The New Republic  June 27,1973 1 
Parcel Post Association.  May    7,1974 1 
Post Card Manufacturers Association  Dec. 19,1973 1 
Reader's Digest, American Business Press and McCall's  May   7,1974 3 
Recording Industry of America  Apr.   2,1974 I 
United Parcel Service  May   7,1974 2 
Dr.Wattfes.  May   0, 973 1 
U.S. Poifel Service Jan. 18,1973 10 

June   4,1973  
Aug.   2,1973  
Aug. 15,1973  
Dec. 20,1973  
May 23,1974  
June 10,1974  

AGO. LD   Nov. 30,1973 6 
' May   7,1974  

Total  " 
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MMt CLASSIflCATION CASE (DOCKET NO. MC73-I, JAN. 18,1973), INTERROGATORIES FILED BY INTERVENORS ON 
U.S. POSTAL SERVICE THROUGH JULY 9,1974 

Number still 
Filed by— Number       not answered 

American Retail Federation  45 
Associated 3d-Class Mail Users    4 
Association of American Publishers .. . . ......... 13 
Bank Stationers Association. Inc  ... 1 
Council of Public Utility Mailers_..    .— 20 
Direct Mail/Marketing Association.. --. — _.  45 
Manazine Publishers Association  2 
Mail Order Association of America  IS 
National Association of Greeting Card Publishers..    10 
Reader's Digest Association  40 
United Parcel Service  64 
Litigation division   460                      185 

Total  720 206 

MAIL CLASSIFICATION CASE (DOCKET NO. MC73-1, JAN. 18, 1973), INTERROGATORIES FILED BY US. POSTAL 
SERVICE ON INTERVENORS THROUGH JULY 9,1974 

Number still 
Filed on— Number        not ans«nrad 

American Bankers Association  
American Business Press  .  
American Society of Association Executives  
American Retail Federation  . .  
Associated 3d-Class Mailers  
Association of American Publishers..  ...  
Bank Stationers Association, Inc  
Columbia Gas System  ,  
Council of Public Utility Mailers  
Democratic and Republican committees ......... 
Department of Defense..  .  
Discover America Travel Organizations, Inc. .   ... 
Direct Mail/Marketing Association  
Fairchild Publications  .....   
Field Enterprises Educational Corp  
Josten's Inc  
McCall's Publishing Co  
Magazine Publishers Association  
Mail Order Association of America  
National Association of Greeting Card Publishers  
The New Republic  
Parcel Post Association  
J. C. Penney  
Post Card Manufacturers Association  
Reader's Digest Association  
Recording Industry of America  
Time Inc  
United Parcel Service  
Dr. Wattles  
Litigation division  

total  995 391 

Mr. HAXLEY. Well, thank you very much, Chairman Rhodes, for 
your very excellent testimony. Certainly you make a number of 
points that this committee will take under consideration. 

As you have said, there is a great deal of confusion publicly with 
regard to the role of the Postal Rate Commission. I believe that 
most people, and probably a good number of the members of Con- 
gress, look upon the Postal Rate Commission as an inhouse function 
of the USPS. So, this confusion is indeed unfortunate. 

It appears that one of your great fundamental problems is the 
difficulty of securing the information you need from the USPS to 

16 
55 
9 
2 
K 
15 
13 
14 
61 43 
66 66 
32 
11 11 
2 
45 
8 
23 
23 
36 34 
9 s 
17 
9 
29 29 
18 
25 
7 
8 

51 
44 
256 170 
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proceed with your function. As you know, we had a great deal of 
colloquy here yesterday in this regard. This is most unfortunate and 
somehow or another we have got to arrive at a point whereas this 
wrinkle is ironed out. 

On page 7 of your testimony, the first paragraph, ". . . the law 
does contain a number of provisions which raise the appearance of a 
lack of independence, and which could create problems in the fu- 
ture." 

Could you elaborate on that and tell us what problems you envi- 
sion as possible in the future in the event that particular amendment 
is enacted ? v 

Mr. RHODES. Mr. Chairman, I think the very fact that you have 
highlighted the misunderstanding of the nature and role of the 
Postal Rate Commission, if it is as widely misunderstood as we be-* 
lieve it to be, proves the very point you make. 

Actually, one of the areas in your hearings yesterday dealth with 
the role of the Postal Rate Commission in rendering its decisions. 
The Postal Service has said that they do not object to securing ih- 
our decisions what they would consider matters of advice. Where, 
that advice becomes a part of a recommended decision, the Postal 
Service and tljie Board of Governors feel that this would be more 
coercive than advisory. 

The Board of Governors made this point clear in the first rate 
case. The Postmaster General said that he welcomes advice and as- 
sistance-He is concerned that decisions of the Postal Rate Commis- 
sion might require the Postal Service to alter its management deci- 
sions and thus cripple its ability to improve service and control costs 
within the Postal System. 

In your amendment to give the Commission finality, those matters 
in dispute would be heard by the court. I believe that your 
amendment will certainly tend to strengthen the independence of the 
Commission. 

Mr. HANLEY. With ^ regard to the present provision for review by 
the Governors of the Postal Service, I can only assume that that 
provides the Commission with a great deal of frustration ? 

Mr. RHODES. I think we ought to be clear on this. Our relations 
with the Governors have been good. I think that they—if they were 
to appear before your committee, would indicate that there has been 
a good relationship. This is true of our relations with the Postal 
Service except that we wouldn't want to convey the fact that every- 
thing is peace and light. There never would be a time when that 
would be achieved. We met with the Board of Governors recently. 
We had a very frank and full discussion with them of how our roles 
should fit together. 

Mr. HANLET. AS of this time you haven't had an instance in 
which the Board of Governors overruled a decision made by the 
Rate Commission; is that correct? 

Mr. RHODES. That is a correct statement, but as I highlight in my 
statement, that isn't to say that they agree with the assertion of ju- 
risdiction that we made in the first rate case. 

Mr. HANLEY. I would think that the mere existence of the provi- 
sions would be very troublesome. The Board of Governors, who 
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wouldn't be intimate with the deliberations that resulted in your de- 
cision, find themselves in the position of perhaps rejecting a well- 
founded decision that you people have made. I had a little trouble 
with this possibility, realizing the tenure and the time devoted by 
the Board of Governors to their function as opposed to the time that 
is consumed by the Rate Commission in arriving at a decision. 

Mr. RHODES. It would be my view there is the possibility of a mis- 
understanding or misinterpretation that you point to. I don't know 
—I can't see that there would be problems in the future. There 
might be. We have only one case on which to base any actual judg- 
ment at this point. 

Mr. HAXLEY. Mr. Johnson ? 
Mr. JoHNsox. Thank you. 
Mr. Rhodes and all the Commissioners and your counsel, I want 

to welcome you here this morning. I think you have really presented 
a real picture to us and in presenting a decision before this subcom- 
mittee and the Postal Committee here as to just what your function 
should be from here on out after 3 years of experience. I think to 
that extent your presentation here this morning, is a very fine pres- 
entation—you have presented some requests and some data and some 
facts which would indicate you would like to strengthen your pow- 
ers over the Postal Service, so that you could, in your opinion, func- 
tion better. 

Now, for instance, one of your recommendations, you would like 
to see a law passed where you could require them, to put in a new 
accounting system. You think that in your function sitting as a 
judge and jury, that you ought to have that much of a clout on the 
Postal Service where you could require them to install a new ac- 
counting system. 

Mr. RHODES. The law gives them the authority to establish the acy. 
counting system that they need for internal operations and w^ 
would not invade that any more than we would attempt ever, Mr. 
Johnson, to invade the management prerogatives which they must 
have in order to operate the business. 

All we are saying, by our recommendation, Mr. Johnson, is that 
we would like to see a data base of accounting established so that we 
all understand what we are talking about. We are not trying to dic- 
tate to them any particular system over any other system but when 
they supply information to us we know that we are all talking about 
the same kinds of things. It is because of this kind of confusion that 
there have been so many interrogatories filed in the past. In the lat- 
est case, oral cross-examination and written cross-examination has 
been used to a great extent to clarify these very points. 

One of the points, which is disturbing, came up in your hearings 
yesterday. I have not had a chance to look at the transcript, but, I 
am told, the Postal Service indicated that as far as its cost data is 
concerned, they are troubled by it. 

We have had two rate cases without' good cost data. How soon 
could we expect the cost data to be established in a reliable way ? 

Mr. JOHNSON. I can see, as you have stated here in your testi- 
mony, that you actually conduct an adversary proceeding. Like I 
say, you act as a judge and jury, and of course, your remedy, rather 
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than your being able to force the Postal Service to improve their 
cost accounting system and their revenue system and so forth, your 
only remedy right now apparently is to refuse to give them the in- 
crease in rates by reason of lack of a proper case submitted by th6 
Postal Service justifying the rate. Isn't that your remedy today? 
You could just deny the rate. If you don't think that they hav6 
shown proper costs or proper estimates of revenue and so forth you- 
could just deny them the increase in rates so you do have quite a lot 
of power without our giving you the power to demand that the 
Postal Service do things they are not doing today ? 

Mr. RHODES. What you say is true. There is the other side of that 
coin, though, and that is we would not decide the case until the data 
came in and that would have the same effect, you see. 

Mr. JOHNSON. That is right. 
Mr. RHODES. But let me say this, much is made over the fact that 

our deliberations are lengthy and the evidentiary proceeedings take 
a great deal of time. It must be recognized that there has been no 
shortfall of money for the Postal Service. They are going ahead and 
collecting on the basis of the temporary rates, so that thf delay is 
not causmg them any shortfall. You do make a point in saying that 
either by direct decision, or by delay, we would have considerable 
persuasive authority. 

Mr. JOHNSON. YOU see, we on this committee, dumped this rate- 
making into your laps. I spent 4 solid years listening to rate hear- 
ings right here in this room. So did most everybody on this commit- 
tee. It was one of the most onerous burdens that any Member oi 
Congress could assume and after a whole year of it then we had to 
decide what the rates should be and then in the bill we had to decide 
what the wages of the postal workers should be so I am very glad 
that we have put it in your laps and, of course, we want to give you 
the tools to be good ratemaljers. 

Yet, I don't know as I want to go so far as to, let's say make you 
supreme over the Postal Service as some of your testimony here 
would seem to indicate you would like to have done. 

Mr. RHODES. Mr. Johnson, iet me offer a word of clarification. 
We mean to exercise a degree of control only to the point that it 

will afford us the opportunity of securing information to enable this 
Commission to act as the Congress used to act; as a guarantor to the 
people that what the Postal Service is doing is right and proper. 

Now, to the extent that we need to have information in order to 
make such a guarantee to the American people, then I think we 
ought to have it. I think we need to get—and the public would cer- 
tainly expect us to have—the information on which to base such a 
judgment. To that extent we would like to see a much freer flow of 
information. 

We are requesting anything here that other regulatory agencies 
don't have as to the type of accounting kept by people who are" regu- 
lated by them. I am thinking, of course, about the ICC and CAB 
and others. 

Mr. JOHNSON. Who was it that presented to you the bill of dis- 
covery ? Is it the Postal Service, or is it those against whom the rate 
is being raised ? 
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Mr. EHODES. Well- 
Mr. JOHNSON. In all these interrogatories, who makes those all 

up? 
Mr. RHODES. Actually the intervenors will file interrogatories. We 

have an officer of the Commission who takes the role of the public in 
these matters and the officer of the Commission, an attorney will file 
interrogatories to clarify areas that need further amplification. 

Mr. JOHNSON. Thank you. 
Mr. HANLEY. Thank you, Mr. Johnson. Mr. Derwinski ? 
Mr. DERWINSKI. Thank you, Mr. Chairman. 
Chairman Rhodes, I assume that your prepared statement and 

your answers to Mr. Hanley and Mr. Johnson have the concurrence 
of your fellow Commissioners. I haven't noticed any of them frown 
or raise their eyebrow. 

Mr. RHODES. They haven't nudged me, nor has the general counsel. 
Mr. DERWINSKI. I find one proposal in H.R. 15511 that strikes me 

as being some^yhat practical and that is—and I am pleased that you 
thought so too—and that is the provision that would eliminate the 
Board of Governors' review of your decision. I think it just seems 
practical that you make the final decision. 

However, I am a bit intrigued and I notice you carefully skirted 
the issue, you avoided making any real statement on the question of 
having Senate confirmation of your Commissioners on the grounds 
that this was a matter peculiar to the Congress. 

I am just trying to think back to legislative history and Commis- 
sioners Baily^and Saponaro are the old heads in your group since 
they came in at that point; when everybody was looking at the bill 
we passed, it was obvious that the intent of Congress was to get pol- 
itics out of the Postal Service since the Postal Department had been 
the deliberate political department in the Federal Government; we 
were perhaps overcorrecting. ... 

And with all due respect to our colleagues on the Other side of t^i^ 
Capitol, it has been my observation that most Senate confirmation 
hearings are either extremely perfunctory or they are deliberately 
overpolitlcal. When you have a period such as we are now in any 
Presidential appointee gets abnormal scrutiny but if you are in a 
honeymoon period and all is calm and cool and the press isn't rais- 
ing Cain, the treatment is perfunctory. 

I am not certain there is any particular magic in Senate confirma- 
tions. I just make that point. 

But what intrigues me is something you get into in great detail in 
your statement. However, I would like a little clarification if neces- 
sary from counsel. What about this jurisdiction over special services 
such as registry of mail, special delivery, and experimental services? 
Now, it strikes me as the Postal Service has tremendous latitude and 
perhaps properly so, especially in their experimental services, but 
would you care to elaborate, any of you gentlemen, on that phase of 
it? 

Mr. RHODES. I'd like for Mr. Dietrich, the General Counsel, to 
speak to the point. 

Mr. DIETRICH. Thank you, Mr. Dewinski. 
The dispute that exists how with respect to our jurisdiction over 
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special services arises principally with respect to old section 507 of 
title 39. The special services admittedly comprise, I think, in the 
range of 2 to 3 percent of total revenues received by the Postal 
Service but there are parties and people who have intervened in our 
proceedings who have indicated an interest in the cost of registered 
mail, for example, and they should have their day in court just as 
mailers who utilize other services. 

I think that our regulatory Commission should also have an op- 
portunity to determine whether or not the costs allocated to special 
services are proper, just as whether the costs allocated to the major 
services are proper. 

On experimental mail, I think the problem is a—more of a poten- 
tial nature than a problem that exists today. Potentially, the Postal 
Service could describe almost any new service as an experimental 
service. They could impact adversely, say, on Postal Service compet- 
itors if they decided to, say, implement an experimental service with 
regard to parcel service and before they undertake the implementa- 
tion of an experimental service, it seems to me we ought to be ap- 
prised and the mailers who might be adversely affected ought to 
have an opportunity to come in and say how they would be atl'ected 
and in particular, utilize the Commission as a forum. 

Mr. DERWINSKI. Same way the Commission would be utilized in a 
rate case, then ? 

Mr. DIETRICH. Precisely. 
Mr. DERWINSKI. Then this would get back to the $64 question, 

which would be the one of the Commission being able to function 
more rapidly in order not to have any temporary adjustment even 
for experimental purposes continue indefinitely ? 

Mr. DIETRICH. I would think so, yes. Of course, experimental serv- 
ices and special services, could be considered as being presently 
within the Commission's jurisdictional reach, even though there 
might be disputes between us and the Service as to the proper scope 
of our jurisdiction. All we are asking for at this time in the chair- 
man's statement is a clarification that we absolutely do have juris- 
diction so as to remove any doubt. 

Mr. SAPONARO. I would like to add a comment to that. 
Mr. DERWINSKI. Yes, Mr. Saponaro. 
Mr. SAPONARO. I don't think it is our thought that we want to 

stop innovation nor do we want to control it, nor do we want to 
move in and take over the management's prerogatives in trying to 
do a better job, but I think the public interest requires that we look 
at it. You try to set up some experimental services in one particular 
area only I think the public interest requires there be a broad look 
at it and that is the point. We are not trying to say you just can't 
experiment or you can't do anything new. It's a case that the people, 
as a whole, be considered and I think we are probably the best 
forum to do that. 

Mr. DERWINSKI. Mr. Baily? 
Mr. BAILY. If I may just add to that  
Mr. DERWINSKI. Please do. 
Mr. BAILY. I think you gave a clue as to the potential problem, 

"Continued indefinitely." We have tried to make very clear we are 
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all in favor of the Postal Service innovatinjr. experimenting, but the 
question is at what stage does an experimental service, after expan- 
sion, after testing, after being in effect, stop being an experimental 
service and I think in the dispute if you want to call it that we have 
been much more concerned with things like registered mail, special 
delivery. Why. even with the proposed rates, costs will still exceed 
the revenues. Certainly, 2 to 3 percent of $12 billion does have sig- 
nificance to the public. 

Mr. DERWINSKI. One quick question, Mr. Chairman, and then I 
will finish. 

Commissioner Villarreal, you have a background in transporta- 
tion, and yesterday Mr. Klassen specifically referred to the difficulty 
the Post Office had in alternate means of transportation. I think he 
was referring to the abnormal increase in costs to the airlines, to 
truckers, to costs not only during the fuel shortage but other tre- 
mendous increases. From the years you have spent in transportation 
and specifically with regard to railroad transportation, can you envi- 
sion the day when the railroads would be in a position to improve 
the availability of services to the Postal Service or is really utiliza- 
tion of the railroad a thing of the past ? 

Mr. ViLLARRE.4L. Yes, sir; I do envision that with the increase in 
efficiency of the national railroad system that certainly railroads 
could be used effectively for the transportation of mail. 

I also think that in the urban areas the use of urban mass trans- 
portation vehicles might be used in some of the larger cities that 
have rail rapid systems. In cities that have bus systems perhaps 
there could be a way to use those vehicles for the transportation of 
mail. ^ 

Mr. DERWINSKI. Xhahk you. Thank you, Mr. Chairman. 
Mr. HANLET. Thank you, Mr. Derwinski. 
Chairman Rhodes, with regard to the pending rate case do you. 

have any idea as to when you will complete that activity ? 
Mr. RHODES. Mr. Chairman, I said in my statement that we will 

continue the hearings on this case throughout the summer and possi- 
bly the deliberations might go into the fall. My guess is that the evi- 
dentiary record would not be closed before the first of October. The 
decisional phases of the case, are going to consume at a minimum 3 
to 4 months. It would be very difficult to predict precise completion 
dates. 

Mr. HANLET. Under the best possible circumstances you envision 
what, October, as the final ? 

Mr. RHODES. That is^ the evidentiary record would be closed then.. 
Then we would go into the decisional phase of the case. 

You were asking me, I think, what time would our recommended 
decision go to the Board of Governors? 

Mr. HANLET. Through October and then you tack on another 3 
months; is that correct? 

Mr. RHODES. Three to four months. 
'Mr. HANLET. That would bring usj^rhaps into February, March? ' 

Mr. BAILT. Mr. Chairman, your question ties into some of the 
points Mr. Johnson raised and if I might'jii^t point this out. 
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Now, we have tried to make clear part of the reason it takes this 
time to compile the evidentiary record, and if you read the interro- 
gatories that were served on the Postal Service asking for informa- 
tion that intervenors feel is necessary for their case and the inter- 
venors include not only the mail users but the officer of the 
Commission to represent the interests of the general public, you se6 
ia constant refrain—"Information not available," "It would take a 
month to provide the answers to you," "Too many men-years in- 
volved in providing the answer," so there is almost a direct correla- 
tion between, first, the quality of the filing and secondly, the provid- 
ing of the information and the length of time it takes in the case. 

Mr. SAPONARO. Mr. Chairman? 
Mr. HANLET. Sir? 
Mr. SAPONARO. Directly responsive, I think, to the question you 

are raising as to the time sequence on this evidence, there are 49 wit- 
nesses who have already served testimony so far and they have got 
to be heard, rebuttal to certain of these witnesses has got to be 
heard, so that that's an indication. We have tried to expedite this by 
having written cross-examination questions provided so as to cut 
down on the length of time that you have oral cross. The parties— 
this is somewhat unusual—the parties have to file a motion to get 
permission to have oral cross-examination and our administrative 
law judge is trying to run this hearing, give everybody judicial 
process but he is holding a pretty tight rein. We are not letting peo- 
ple roam all over the lot asking questions, so we have right before us 
right now the testimony of almost 50 witnesses. 

Mr. HANLET. Well, I pose this question because in recognizing the 
fiscal cloud which hovers over the USPS, it is rather evident that 
directly on top of your current proceedings will be the consideration 
of another rate increase unless the provision contained in the legisla- 
tion I have introduced is adopted and enacted into law, so it would 
appear that as soon as you terminate this proceeding you will be 
moving in another direction with another rate increase, so call this 
perhaps your apprenticeship period in the hope that  

Mr. SAPONARO. Well, I wouldn't be surprised if we are not faced 
with that, that is correct. 

Mr. HANLET. Well, there isn't any other alternative, as I see it, 
unless the provisions contained in this legislation are adopted. I 
don't believe there is sufficient equity within the USPS for it to 
fund its deficit from its equity. This provides a very awkward situa- 
tion where really you would then be dealing with the same set of 
people you are dealing with presently, so in essence it becomes a ca- 
reer. 

Mr. SAPONARO. Well, I think once precedents are established, once 
decisions are made on particular items, particular questions, I would 
assume that the length of time to hear it the second time around is 
going to be a lot shorter. 

In other* words, I assume that we are going to learn and I assume 
that the people that come before us are going to learn from the deci- 
sions that we make. 

Mr. HANLET. AS you know, there was some colloquy with regard 
to the abolishment of the Postal Rate Commission. We discussed 
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with Mr. Klassen, having it become an in-house entity within the 
USPS, and you are probably aware of what the Postmaster Gener- 
al's response to that question was. Do you have any comments, Mr. 
Chairman ? 

Mr. RHODES. Yes, I'd like to comment on that, if I may. 
We probably engaged in the same sort of wishful thinking when 

we said that we would like our budget to be handled as was sug- 
gested in the earlier drafts of S. 411, that we would just simply turn 
our vouchers over to the Postal Service for payment. 

I think in the best of all possible worlds a manager such as the 
Postmaster General is would saj', "Certainly," if there were a way to 
avoid going through this long procedure he would welcome it as a 
manager. 

I come back to the thought that the manager really needs someone 
to occupy the role that the Congress formerly occupied in this very 
complicated matter. He does not have the ability to communicate 
with the public generally. I think he has done a magnificent job in 
turning around a huge organization that was probably as finely at- 
tuned and sensitive as far as any outside influence is concerned as 
the Post Office Department was, and responsive to outside influences, 
and I am speaking now particularly of political influences. They 
have turned this thing around totally in a remarkably short time to 
the point where the public generally has the feeling that it is sen- 
sitive to the demands of the public. You read the newspapers and 
you come to this conclusion rather readily. 

I believe that the Postal Service very desperately needs the inde- 
pendence of and the assistance of the Postal Rate Commission in 
getting at some of these problems. We are a forum for the mailers. 
If you were to follow the procedure that was suggested by the Post- 
master General, I assume that the only forum the mailers would 
have under that would be to try to be heard when the Congress 
would consider a veto of some suggested rate. 

I believe, although it may have some surface enticenient, the Post- 
master General in the final analysis would find it very difficult to go 
back to that kind of ratemaking. More and more there would be de- 
mands in Congress for things that would go into the very essence of 
the operation of the Postal Service. 

Mr. HANXEY. All right. I want to carry on this colloquy but at 
this point I want to recognize Mr. Johnson. 

Mr. JOHNSON. Yes. I have a few more questions. 
Now, with respect to doing away with the power of review by the 

Board of Governors—and I will address myself to counsel—what is 
the extent of this power to review today ? 

Mr. DIETRICH. The Governors may, by statute, and I am referring 
to the section 3625 of title 39, reject, modify or allow the Commis- 
sion decision under protest, and then seek review of it, or return it 
to the Commission for further consideration. They can also approve 
it, which they did in the last case. 

As a practical matter, they have to operate in a very short period 
of time, within 30 days approximately, when they are reviewing a 
decision. They, in effect, can overturn the Commission's decision. 

Mr. JOHNSON. Yes. In other words, they could send that decision 
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back to you with the finding that you didn't give them enough 
money to operate on and in view of costs and the present situation 
and they could practically demand that you review or change or 
alter your decision, maybe hold some more hearings or do almost 
anything; is that right? 

Mr. DIETRICH. Yes, sir. Under the act, which states, "With the 
unanimous wrjtten concurrence of the Governors then holding office^ 
the Governors may modify any such further recommended decision 
of the Commission," under section 3625. 

Mr. .JOHNSON. The decision would have to be a unanimous deci- 
sion of the Board of Governors ? 

Mr. DIETRICH. That is correct. Not the Board of Governors but 
just the Governors, which would be exclusive of the Postmaster Gen- 
eral. 

Mr. JOHNSON. I think the reason is that when we drafted this leg- 
islation there was a feeling that there must be a type of appeal pro- 
cedure in the law and as the kind of intermediate step to keep 
people from going to the courts and with the interminable delays of 
court actions, I think the feeling was a review by the Board of Gov- 
ernors would suffice. 

I think one of the reasons for this intermediary step and perhaps 
it is a good one and maybe it isn't, but let's say we eliminate it. 
Then the decision of the Commission would then be subject to re- 
view by the courts as any other regulatory agency. That would be 
just on their own conclusion of law or finding of facts which were 
against the preponderance of evidence. To what extent would the 
courts be able to review the finding of fact? 

Mr. DIETRICH. Well, the scope of review, the scope of review by 
the appellate court would be the same as that spelled out now in sec- 
tion 3628 of the statute. The court would not be permitted to substi- 
tute its findings for those of the Commission but they could make a 
determination as to whether or not the Commission came up with a 
reasoned decision that was based upon substantial evidence in the 
record and I would add. Congressman Johnson, that the intermedi- 
ate decision, as you call it, now by the Governors in effect, if you 
were to eliminate the intermediate decision by the Governors would 
in effect be speeding up the time when the order became final; that 
is, right now under the act the Governors' decision is appealable to 
the court. 

Mr. JOHNSON. Yes. 
Mr. DIETRICH. And indeed it was appealed at the end of the first 

rate decision. The Governors went along with our recommended de- 
cision so the court in effect affirmed the Commission's decision. 

Mr. JOHNSON. If they have the right to go to the court they 
might just as well have the right to go in the first instance and that 
would speed it up ? 

Mr. DIETRICH. Yes, sir. 
Mr. JOHNSON. And you would have more of an impartial decision, 

let's say, if you had the courts to decide your actions rather than the 
Board of Governors, who would have a tendency to look upon their 
own problems of lack of revenue and so forth and would tend to be 
biased, let's say—not necessarily so, but they could be ? 
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Mr. DIETRICH. That's a fair statement, I think, Congressman 
Johnson. It's more of a potential problem than a problem that has 
surfaced to date. 

Mr. JOHNSON. Now. as to the independence of your budget. Mr. 
Rhodes, your idea would be that you as a Rate Commission would 
draft your budget for the year and decide how much money it is 
going to cost to run the agency and you just present the bill to the 
Postal Service and they would have to pay it? Is that about what 
you said ? 

Mr. RHODES. The way I had indicated in my statement first is the 
way it is now, which is, of course, that we submit a budget to the 
Board of Governors and they consider it. They can change the total 
but not individual items within the budget, but they can only 
change the totaj^if there is a unanimous agreement among the Board 
of Governors to do so. We have had no problem with this what- 
soever. 

I merely said, as an aside, if we did not use that route the abso- 
lute that we would suggest would be that which appeared in S-411, . 
where we would simply turn over our expense vouchers to them 
when they have been properly authenticated. That would not elimi- 
nate the oversight which this committee would have over the Postal 
Rate Commission, of course. 

Mr. JOHNSON. Okay. I have just one more. 
Mr. BAILY. If I may just add something. Congressman Johnson. 

,  Mr. JOHNSON. Surely. 
Mr. BAILT. This is for background. For the first 3 years of our ex- 

istence, we have turned back significant amounts of money. 
' Mr. JOHNSON. You are rather unique in that respect. 
Mr. BAILY. We think so.    ; ' , ' 

, Mr. JOHNSON. Now, one more question. 
With respect to your having hired A. D. Little to study present 

Postal classifications, do you really feel that that's within your prov- 
ince to hire an independejit firm to study postal classifications and 
come up with a whole new classification of mail ? 

Mr. RHODES. I should let the General Counsel speak to the specific 
terms of the contract. It was our feeling that an exploration of the 
ramifica,tionS of this very difficult subject should be undertaken. 

It was done and the report was broadly disseminated by us. Based 
on that report the Postal Sertice came up with the suggestion that 
it undertake studies that will run into many millions of dollars. 
Hopefully this will be'the ultimate in classificatioh reform. 

Mr. JOHNSON. Of course, you have no power right now in which 
to force the Board of Governors to adopt your proposed classifica- 
tions. 

Mr. RHODES. This study did not address itself to any specific sys- 
tems. It merely showed models that might be used in testing classifi- 
cations and these tests would have to be implemented by the Postal 

' Service. The report was simply an educational tool. 
Mr. JOHNSON. But if we gave you the additional powers that you 

suggest to issue subpoenas and require the Postal Service to adopt a 
tiew system of accounting and a few other things, would you then 
have the power to completely change the Postal classifications in the 
nation ? 
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Mr. RHODES. I will let the general counsel speak to the point, but 
I believe that this is the evidentiary record which we are now build^ 
ing which will determine the way they will go. In its recent decision 
the Commission decided in order to get at the matter in a more 
timely way, we would deal with the case in three separate phases. 
The last of these would be the implementation of any long-range 
studies which the Postal Service would undertake. This would later 
be examined by all the parties including the Postal Rate Commis- 
sion, including the Committees of Congress. 

Mr. JOHNSON. I am asking these questions because there is not as 
many members here this morning as there might be and it is a very, 
very—I think a very important subject that we are on and like I 
say, I am very thrilled that you jieople have the job and are doing 
the job and we want to make your job just as easy as we can. We 
want to make you independent, yet I would be rather leery about 
giving you too much of a power over the system itself. 

I think you are sitting as a regulatory, independent agency and 
you have the power to adopt, to^ rteommend or disallow the rates 
that they suggest. I think you are* a very wonderful part of this 
whole new system and I am like Mr; Hanley, I would like to make- 
it possible for you to function well and do the job well and quickly 
and I think if it means to speed up the thing, doing away with the 
power of the Board of Governors to review it, why perhaps maybe' 
we should do it. 

Mr. ViLLARREAL. Mr. Johnson, I think that one point which I 
would like to reiterate is that the Postal Rate Commission doesn't 
order the United States Postal Service to do certain things. It makes 
decisions which are based on evidentiary materials, 

Mr. JOHNSON. That's right., 
Mr. ViLLARREAL. And that's a very important concept which a 

great many people really aren't aware of. 
One of the misconceptions oi the general public is that the Postal 

Kate Commission might be a part of the Postal Service and, of 
course, as you know, nothing could be further from the truth. 

As you know, all of the Commissioners are very concerned about, 
the amount of time that the hearings take. The only comment that 
we would make is that if we want due process, if we want all of the 
intervenors to be heard, if we want the evidentiary material to come- 
before the American people, the Postal Rate Commission, is truly a 
forum for this to happen. In this particular instance we have 20 ex- 
tremely active intervenors in both the classification and the rate 
cases now pending and about 50 intervenors in each case. All have 
their briefs and their arguments to present. The officer of the Com- 
mission, .who represents the people, and the counsel for the Postal 
Service also have testimony and exhibits to present so it is just like 
a court that is in session. When you have all of the parties present- 
ing evidence, compounded by the many delays of the Postal Service 
in answering the interrogatories, this of course, has increased the 
time for hearing. I think it's very important, Mr. Johnson, that we 
make the point that everything that the Postal Rate Commission de- 
cides has to be in accordance with due process and has to be based 
on evidentiary record. 
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Mr. JOHNSON. Well, sure. If you get cost information which is 
based on an inadequate base and everything, you can't intelligently 
render decisions. That is about what it adds up to, isn't it ? 

Mr. ViLLARREAL. That is correct, sir. 
Mr. JOHNSON. Well, how many interrogatories has the Commis- 

sion issued? How many interrogatories have you issued, do you 
know? 

Mr. SAPONARO. I have got some figures on that. 
Mr. JOHNSON. GO ahead. 
Mr. SAPONARO. In the rate case, the total number of interrogato- 

ries that have been served by all the parties through July 9 is over 
900. 

Mr. JOHNSON. HOW many has the Commission served ? 
Mr. SAPONARO. Our own department has served over 200. 
Mr. JOHNSON. Over 200 interrogatories? 
Mr. SAPONARO. Yes, sir. One of the intervenors has served more 

than that. 
I think you made another point. Congressman Johnson, I would 

like to address myself to for a moment. I think it might be of inter- 
est to you, we told that we have phased the classification case. Now, 
in the phasing, in the first phase there are over a half dozen propos- 
als, over 13 witnesses, 13 witnesses already h^ve filed testimony on 
changes that the intervenors would like to make. 

In the second phase, the intervenors have filed over 200 changes in 
the present system they would like to make so that a lot of people, a 
great many people have a great deal to say about this present sys- 
tem, changes they would like to see in it, which we were set up to 
hear and render a decision to the Government on after we have 
heard all the evidence. 

Mr. JOHNSON. Of course, these 900 interrogatories have alt been 
served on the Postal Service. Have any of them been served on any 
of the intervenors? 

Mr. SAPONARO. Yes. The Postal Service has done its share of serv- 
ing interrogatories, too. They have served about 200 on the other 
parties—that's an approximate number—in the rate case alone. 

Mr. JOHNSON. I am informed my time has expired. 
Mr. DIETRICH. Let me add an addendum to that, Mr. Johnson. 
The Commission was aware of the data base problem early on in 

deciding the first rate case. They recognized that quite clearly and 
within a few months after deciding the rate case they initiated a rule- 
making proceeding which consisted of a number of forms that 
were prepared by the staff and a number of rules which were de- 
signed to get a full and elaborate data base in anticipation that, if 
this project was successful, most of the interrogatories in the future 
would be unnecessary. But the Postal Service resisted developing a 
data base in July of 1973—excuse me, 1972—July 1972, primarily on 
the grounds they thought it was premature to get into the develop- 
ment of a data base; that is the structure of a data base for future 
cases, until more rate cases have been brought to the Commission for 
decision and decided through the Governors' efforts and through the 
efforts of the Courts of Appeals. So, I anticipate that given what 
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Chairman Ehodes said about our chief accountant going to the 
Postal Service and trying to study their accounting system, that ef- 
forts in this direction will continue in the future, but until they are 
really resolved and a golden data base is established, the interroga- 
tory process will continue if parties are going to be affored, as Mr. 
Villarreal stated, an opportunity for due process. 

Mr. JOHNSON. Are these inteiTogatories frivolous or of substance? 
Mr. DIETRICH. They are technical, Mr. Congressman, and the an- 

swers are technical, too. Some of the answers go on for pages, and it 
is obvious that the answers are of such a nature that it is more 
efficient using written questions and written answei-s than through 
oral examination. A witness would be on the stand for many days 
giving some of the technical information we received in answer to 
one interrogatory. 

Mr. JOHNSON. I don't believe we contemplated such a complicated 
and technical process in setting up your system but it is the law and 
I guess we have to live by it. It is due process, as you say. 

Mr. HANLEY. Mr. Chairman, may I ask how many months were 
the temporary rates in effect prior to your first decision and subse- 
quently how many months were the permanent rates in effect prior 
to the next overture. 

Mr. DIETRICH. Might I answer that, Mr. Chairman? 
I believe that the dates roughly would be that the Postal Service 

filed the first rate request in February 1971, February 1, 1971, and a 
hundred days later it went into effect temporarily. The Commission 
issued its decision in the first case in June 1972 and the Governors 
approved it in July, July 6, 1972, so approximately the temporary 
rates were in effect for 13 months and then pei-manent rates were in 
^ffect from July 1972 until the next rate case was filed, which was  
'"'Mr. SAPONARO. September 1973. 

Mr. DIETRICH [continuing]. Which we received, as Commissioner 
Saponaro says, in September 1973. 

So, permanent rates would have been in effect for approximately 
14 months before the filing of the second rate proceeding. 

Mr. HANLET. Then I would assume that if you render a decision 
in the pending case perhaps in January or February the USPS will 
come on with, again, in the event that this legislation is not enacted, 
that the USPS would then come on with another rate-typo proposal 
and subsequently enjoy another temporary period. That being the , 
case, then actually isn't the USPS setting the rates as opposed to the 
Kate Commission inasmuch as it enjoys from the very beginning 
what it seeks ? 

Mr. RHODES. I tried to speak to that  
Mr. HANLEY. It would appear to me that in this procedure your 

Commission is really powerless to regulate rates so long as the 
USPS has the ability to enjoin temporary rates, so your action 
seems to be kind of an exercise in futility with the entity itself, the 
USPS, really setting the rates. 

Mr. RHODES. Mr. Chairman, I would respectfully disagree. Of 
course, the Congress established the ability for them to make tempo- 
rary rates so that there would be no shortfall in revenues during 
this period of time when the matter would be under consideration. 
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The complaints that have been made are certainly ones that have 
been given considerable amount of heat, but again there has been no 
loss of revenues as a result of whether the rates happened to be tem- 
porary or permanent rates  

Mr. HANLET. That is true, there isn't any loss of revenue, how- 
ever, the USPS really voids a decision made by your Commission 
and is enjoining its purposes; isn't that true? 

]Mr. RHODES. Well, once again, Mr. Chairman, the Commission has 
within its authority the ability to recommend a different spread of 
rates. Suppose at the end of the decision we determine that the 
spread of rates is not correct. We would be able to alter that by a 
recommendation. 

Mr. HANLET. ]May I ask at this point, then, in your earlier deci- 
sion was there any deviation between it and what the USPS asked 
for, and if so, what? 

Mr. RHODES. Yes, there was. There was a different spread. I will 
let the general counsel and my colleagues speak to this. Let me say 
that under your amendment Mr. Chairman, the period of temporary 
rates will be shortened. There isn't any question of that. 

Now, I will let my colleagues and the general counsel speak to the 
rest of your question. 

Mr. SAPONARO. I'd like to mention, address myself to your ques- 
tion concerning what they filed for in the first case and what was al- 
lowed. There were a number of changes, none of any earthshaking 
magnitude, so to speak, but there were changes and I will run right 
down them as best I can remember at this point in time. 

We changed the rate concerning postcards in first class. We made 
about three, at least three changes, maybe four in second class rates 
and in the various subclasses. We made several changes with respect 
to the third class rates. We made a change with respect to one of the 
elements in fourth class rates. We also made modifications in the reve- 
nue requirement estimates which the Postal Service had originally 
made. So all told these estimates amounted to roughly $140 million a 
year for the revenue requirement adjustments and about $78 mil- 
lion per year for the rate adjustments. (See table I page 38 of Rec- 
ommended Decision in R71-1.) 

Now, in an operation that involves the billions it is not a great 
deal, but in other words, it wasn't just a case of a rubber stamp 
being placed on what was filed. We did go further than that. We 
pointed out there are a number of areas where further study has got 
to be made. For example, we stated to the Postal Service, "Look, 
this second class rate structure is entirely too complex. We request 
that you study it and come up with some new plans and new ideas 
in the classification case," which we knew was coming right 
on. Now, the facts of life are that they haven't made those 
changes, but I just cite that. This is a brief summary as best I can 
remember at this moment of the action taken in the first case. 

Mr. HANLET. Thank you. 
Mr. RHODES. Mr. Chairman, I'd like to point out that we are ar- 

ranging to borrow an additional Administrative Law Judge. This 
arrangement has not been finalized yet, but he will concern himself 
with the classification cases. We are hoping to secure the services of 
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Judge Herbert Sharfman, who is an administrative law judge, pres- 
ently assigned to tlie Federal Communications Commission, who will 
now be taking over the classification case. 

Mr. BAILY. Mr. Chairman, if I can return to your question  
Mr. HANLEY. Surely. 
Mr. BAILY. What Commissioner Saponaro pointed out was very 

important because these were significant differences even if the dol- 
lar amounts were limited to the magnitude of the $140 million for 
the revenue requirement estimates and they did involve some of the 
points that are covered in our testimony here because there was a 
jurisdictional dispute as to whether we had any right to review the 
total revenue requirements of the Postal Service and by our review- 
ing it, for example, we increased significantly tlie investment in- 
come that they would earn. Actually, despite their claiming we had 
overdone it, we actually undersliot the mark. We took the labor con- 
tract and rather than charge tlie full increase against 1 year we 
broke it up against 2 years and in that way were able to save the 
mail users the figures that wore cited. 

Now, in the statute, though, we have the overriding consideration 
that the statute says that revenues plus appropriations have to cover 
costs. Costs are determined by the Postal Service under their mana- 
gerial authority but rates, as recommended by the Commission, and 
appropriations, as determined by the Congress, have to cover those 
costs. 

As to your point about temporary rates, the statute does restrict 
the temporary rate authority of the Postal Service so that it is not 
quite their having this back-door authority. Tliey may propose tem- 
porary rates which have to be the lower of either the requested rate 
or no more than one-third over the existing permanent rate. 

Now, the interesting thing is that at the moment the temporary 
rates that they have enacted under their authority are very close to- 
the requested rates but if, for example, they come in with another 
rate increae before we have acted we haven't changed the permanent 
rate so there is a limitation directly through the law. I think an- 
other thing really needs to be clarified, because the discussions go' 
back and forth as to whether tl^e time period before which tempo- 
rary rates can be put it in are related to our ability to complete the 
case and make a recommended decision or are they related to the fin- 
ancial problem of the Postal Service so that the Postal Service, as 
the chairman indicated, and get the increased income to cover in- 
creased costs pending the determination of the case. 

Mr. HANLEY. AS I understand it, should you make a decision, and 
it isn't agreeable with the Postal Service or the Board of Governors, 
the Postal Service is then empowered to again impose temporary 
rates? 

Mr. BAILY. If we make a recommended decision the statute pro- 
vides the option the Board can either accept, accept under protest, or 
as the general counsel pointed out, they could say, "Well, you haven't' 
taken into account the following," and send it back to us for considera- 
tion. To modify it would take unanimous written agreement of the 
Governors, of the nine Governors, and of course there is also the court 
review. 
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Mr. HANLEY. But the USPS still enjoys the ability to invoke 
again temporary rates? 

Mr. BAILT. Well, but if there were no permanent rates determined 
they have already used the limit of their authority at the moment. 
Now, maybe I shouldn't be talking. As a nonlawyer, it is too easy 
for me to try to answer legal questions. 

Mr. HANLEY. One of you answered in the affirmative and the 
other answered in the negative. Is my interpretation correct that the 
USPS would enjoy the ability in this instance to reinvoke the tem- 
porary increase? 

Mr. DIETRICH. I am not sure of what decision we are talking 
about as being made by the Governors. 

Mr. HANLEY. If the USPS disagrees with the decision made by 
your Commission it then immediately can file and move in the direc- 
tion of another temporary rate increase; is this correct ? 

Mr. DIETRICH. If they send it back to us for reconsideration they 
may thereafter modify, in a unanimous written decision, which al- 
ways has to be based on the record, the Commission's further recom- 
mended decision. The Governors' unanimous decision would set the 
permanent rates. Thereafter the Service could file for further in- 
creased rates and within 90 days plus 10 more days' notice, a total of 
lOO'days, they could make their new rates temporarily effective. 

I would only add that the Postal Service is unable ever to increase 
temporary rates above the one-third limitation. Once they get up to 
that level they can't "pancake," as the term is used, before other reg- 
ulatory agencies. That is, sometimes the regulatory agencies such as 
the FPC, can't decide the first rate request, can't decide the second 
rate request because of the complexity of the data, procedural diffi- 
culties and so on, and the utilities file and collect for more and fnore 
rate increases. This is true in State commissions, too. The Postal 
Service can't do that once temporary rates are one-third greater 
than permanent rates. 

Mr. HANLEY. Mr. Chairman and gentlemen, we are about to con- 
clude our hearing. I again want to express on behalf of the full 
committee our thanks for your appearance this morning and to that 
add a request that if you can offer any specific ways whereas this 
process can be expedited we would like very much to hear from you. 

Mr. RHODES. Thank you, Mr. Chairman. 
Mr. HANLEY. The committee will stand adjourned until Teusday, 

July 16, at 9:30 a.m. 
[Whereupon, at 11:45 a.m., the hearing was adjourned to recon- 

vene at 9:30 a.m., on Tuesday, July 16,1974.] 
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SUBCOMMITTEE ON POSTAL SERVICE, 
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The subcommittee reconvened, pursuant to adjournment, at 9:30. 
a.m., in room 219 of the Cannon House Office Building, Hon. James 
M. Hanley (chairman of the subcommittee) presiding. 

Mr. HANLET. This morning we resume our hearings on H.R. 
15511. This bill was introduced for the purpose of hopefully produc- 
ing some amendments which will relieve some of the shortcomings 
prevalent in the U.S. Postal Service. 

Our first witness is my friend and colleague. Congressman Dante. 
Fascell, who has for a long time, evidenced a keen interest in this 
subject matter. 

I recall his testimony in our hearings in Florida last year at 
which time he made a measurable contribution to our deliberations. 

Mr. FASCELL. Did you say measurable or immeasurable, 
Mr. HANLEY. Measurable. 
Mr. FASCELL. I wanted to know in which light to cast my testi- 

mony. 
Mr. Chairman, I have a prepared statement which I would like to 

submit for the record and then proceed for a couple of minutes. 
Mr. HANLEY. Fine. 

STATEMENT OF HON. DANTE B. FASCELL, A REPEESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 

Mr. FASCELL. I am delighted to appear again, Mr. Chairman, and 
am happy to commend you and your subcommittee for persistence 
and determination to bring about improvements. While sometimes I 
am a wee bit skeptical about legislating administrative improve- 
ments, I think you have put your finger on a possibility that should 
certainly help the department. 

So, I strongly support two major concepts laid out in this legisla- 
tion and that is for closer congressional oversight of the operation 
and increase in maximum level of the funds. 

I think those two things should be extremely helpful. We are 
aware of the service problems. Your record is as complete as a rec- 
ord can be on the difficulties with service, I think it is quite clear 
that in order to bring about some kind of balance that a lot of peo- 
ple thought was the right thing to do, that the service had to suffer. 

(135) 
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I have never felt happy with the concept that postal service was 
100 percent business and no public service. I think it definitely is 
public service and Congress has said this time and time again. The 
measure of that public service ought to be paid for out of the gen- 
eral revenue. 

Some consideration might be given to setting down criteria for the 
level of service as a measuring stick for operation and appropria- 
tion. I suggest the level that existed in 1970 might be a level but we 
can pick any level. I don't know if we can spell it out specifically. I 
am not sure it would be wise to lay down the criteria of service in 
le^slation or even regulation, but certainly we should spell out an 
objective of service as a policy declaration by the Congress. 

I think it is sensible to lay down objectives of service in some way 
and have the department fill in the steps after we choose a type and 
level of service we would like to see and we can pay for or will have 
to pay for. 

I think the direction we are going in now is not helping anybodv; 
not helping the department and tearing up the service across the 
country. So, I think we have to make some changes. There will be a 
lot of give and take and I think the legislation is a step in the right 
direction. So, Mr. Chairman, I commend you. 

Mr. HANLET. I appreciate your observations, Dante. From the 
standpoint of quality of service, there is contained in the provisions 
of this legislation an authorization aspect which would allow the 
Congress the opportunity to keep its fin^r on the pulse without be- 
coming involved in the actual administration of the entity. 

Mr. FASCELL. There is sufficient difference and distance between 
the two, so we shouldn't be confusing. 

Mr. HANLEY. Well put. Again, with regard to the subsidy aspect 
of this, we are advised that the current deficit of the entity ranges 
sopiewhere around $400 million to $500 million and there isn't any 
other way of recovering this presently, other than through postal 
rates. For this reason, some of us, feel it is incumbent on the Con- 
gress to move in the direction of a subsidy of up to 20 percent. 

This has been confused by people as meaning 20 percent flat, but, 
we are not saying that at all. Depending on the need, the subsidy 
would go up to 20 percent. 

Mr. FASCELL. IS there some kind of observation with respect to the . 
deficit and rates in service, showing where the t^o meet somewhere^ 
in the future? In other words, how exorbitant would the rates have 
to be to make up the deficit at some time in the future and with ' 
what kind of service ? 

Mr. HANLEY. Assuming the language of this bill prevails, and the 
authorization part of it prevails, we do have a mechanical problem 
to determine exactly what the fiscal needs of the entity will be. We. 
know now what the projections for this given year are, but it is a 
little difficult, for instance, in the implementation of the legislation 
per its language, to make a determination as to exactly how many 
dollars the U.S. Treasury would be called on to contribute. 

It is a mechanical part of it that we hope we can work out. 
Mr. FASCELL. There is no existing projection on, let's say, a ^ven 

rate of service and what it would take in terms of rates to eliminate 
the deficit and the amount of time it would take ? 
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Mr. HANLEY. Not really. 
Mr. FASCELL. NO studies of any kind on it ? 
Mr. HANLEY. There is a great deal of controversy related to tlie 

cost ascertainment process. 
Mr. FASCELL. That sounds familiar. 
Mr. HANLEY. Unfortunately, that problem exists and that is part 

of the ball of wax. 
Mr. FASCELL. Why can't we go by the rule of thumb that cost is 

the total amount of expenditures? 
Mr. HANLEY. That is fluctuating creatly as the rate of inflation 

continues to spiral. It is a very complex problem. 
Mr. FASCELL. I gather, Mr. Chairman, that we have not had a 

breakdown on internal cost for classes of mail or operations or any- 
thing that is satisfactory ? 

Mr. HANLEY. We have a breakdown, but in my mind, it is less 
than an accurate one. 

Mr. FASCELL. That does make the problem difficult. 
Let me say that we appreciate your perseverance in this matter. 

We need help, the whole system does, and it will take our best ef- 
forts. 

Mr. HANLEY. Hopefully, through the course of these hearings, we 
will have a good number of members scheduled to testify. When I 
introduced this legislation, I said it wasn't perfect, but it is a 
vehicle. 

Mr. FASCELL. That is the reason why I didn't get into the details; 
the concept is the important thing here, it seems to me. The over- 
sight and additional funds and work for improved operation is 
where we are trying to go. 

Mr. HANLEY. We will have a great deal of input and subsequently 
will find ourselves equipped with a background to move ahead with 
a package that hopefully the full House will buy. 

With that, thank you for your time this morning. 
Mr. FASCELL. Thank you, Mr. Chairman. 
[The prepared statement presented by Congressman Fascell fol- 

lows :] 

STATEMENT OF HON. DANTE B. FASCELL, A REPRESENTATIVE IN CONGEESS 
FROM THE STATE OF FLORIDA 

Mr. Chairman, I appreciate this opportunity to appear before you to discuss 
H.K. 15511, a bill to amend the Postal Reorganization Act of 1970. 

I would lllje to voice my strong support for what I feel are the two major 
concepts contained in this legislation: closer Congressional oversight of the op- 
erations of tlie Postal Service; and, an increase in the maximum level of Fed- 
eral subsidy to the postal system. 

The need for Congressional action has, I think, become painfully clear to all 
as the Postal Service has reduced levels of service in a number of different 
areas in order to cut costs. For example: the frequency of pickups from postal 
boxes has been reduced, often to as little as once daily in residential areas; 
Saturday deliveries have been suspended for many postal patrons; areas which 
receive two and three deliveries per day have been reduced; and window serv- 
ice at post offices has been cut back, resulting in frequent long lines 

In addition, increase centralization and automation have tended to increase 
considerably the percentage of misdirected and lost mail, reducing the reliabil- 
ity of the system, and creating public mistrust. This condition has been exacer- 
bated at times by manpower freezes, early retirement of highly skilled and ex- 
perienced employees, and loss of employee morale. 
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It is this lack of reliability and resulting mistrust that is the most eerions 
aspect of our present postal problems. If the people of this country cannot de- 
pend on the postal system to deliver their important mail, then the system is 
failing to fulfill its essential purpose. While reducing costs is certainly a wor- 
thy objective, it must not be done at the expense of service. Postal service can- 
not be viewed as just another business enterprise, out to cut costs and malie a 
profit—good postal service is an essential public service. I think that the first 
paragraph of the Postal Reorganization Act which created the Postal Service 
puts • it very well: "The United States Postal Service shall be c^)erated as a 
basic and fundamental service provided to the people by the Government of 
the United States, authorized by the Constitution, created by an Act of Con- 
gress, and supported by the people. The Postal Service shall have as its basic 
function the obligation to provide postal services to bind the Nation together 
through the personal, educational, literary and business correspondence of the 
people. It shall provide prompt, reliable, and efficient services to patrons of all 
areas and shall render postal services to all communities. The costs of estab- 
lishing and maintaining the Postal Service shall not be apportioned to Impair 
the overall value of such service to the people." 

Unfortunately, the U.S. Postal Service has virtually Ignored this mandate in 
its single-minded pursuit of the less essential goal of self-sufficiency by 1984. 

I believe that the legislation before us will act to reverse this trend. One 
crucial aspect of this bill is its affirmation of the fact that the value of postal 
services exceeds the sum total of its value to individual users; that there is a 
public service value to the nation as a whole which justified a "public service 
cost". I agree with this position. A speedy and reliable postal system has been 
recognized as a governmental responsibility since the framing of the Constitu- 
tion and before. It has been and is a valid and worthy recipient of public 
funds. This bill recognizes the "public service value" and "public service cost" 
by providing for up to a 20 percent federal subsidy for the Postal Service. 

Equally as important, this legislation permits increased Congressional over- 
sight of the Postal Service to guarantee that any increased public funding Is 
utilized to improve overall levels of service and thus comply with the public 
service cost policy which the bill establishes. This increased oversight responsi- 
bility would be accomplished through an annual authorization process, as op- 
posed to the present system where funds are drawn from the Treasury on a 
virtually automatic basis. I strongly support this change in funding procedure. 

I believe that certain proposed changes in the structure of the Postal Rate 
Commission would act to increase Postal Service accountability. The budget of 
the Commission would be made a separate budget item, subject to Congres- 
sional approval. Postal Commission appointees would require the advice and 
consent of the Senate. Finally, and most importantly, the decisions of the Com- 
mission would no longer be subject to approval, allowance under protest, modi- 
fication, or rejection by the Board of Governors of the Postal Service. These 
changes would serve to reduce the self-regulating aspect of the Postal Service, 
and I support them. . 

In summary, I would like to stress once again that It is absolutely 'essential 
that postal service be improived. The country has always relied exclusively on 
the U.S. mails to conduct its business, and this is as it should be. However, if 
this is to continue, the Congress must act to improve service and restore confi- 
dence. I beUeve that H.R. 15511 is, a constructive step in that direction. 

My only criticism would be that perhaps the WH does not go far enough in 
spelling out the heed for improved service. I would, therefore, like to suggest 
that language be added to the legislation which would make it U.S. Postal 
Service policy to attain, at the very least, the level of service which existed 
when the postal system was reorganized in 1970, within a given time period. 
This would serve two functions: (1) It would make clear beyond dispute the 
will of the Congress that service be improved; and, (2) The provision would 
serve as a useful yardstick during the proposed annual authorization process. 

I believe that the enumeration of such a goal is in keeping with the original 
Congressional mandate of the Reorganization Act of 1970, as well as with the 
goals of this legislation we ijtref,'i(;bnsidering today: to recognize and reaffirm  , 
the responsibility of the goyei?**^|^t'to provide the nation with a speedy and 
reliable postal system. ^',r' ''• ; 

Mr. HANLEY. Our next 'Witness this morning is Mr. Robert J. 
Myers. Mr. Myers, it is a pleasure to have you with us this morning. 
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STATEMENT   OF   ROBEET   J.   MYEES,   PUBLISHER,   THE   NEW 
REPUBLIC 

Mr. MYERS. I have already submitted a statement which I assume 
will be entered into the record. 

Mr. HANLET. Without objection, the entire statement will b^ 
placed in the record, following your summarization. 

Mr. MYERS. What I mentioned, briefly, which I think is obvious to 
most unbiased persons, is that postal service management has not 
done a very good job. 

The Board of Governors' idea has failed. It is a self-regulatory 
concept by people who are selected on the basis of knowing nothing 
about the subject as a requirement for appointment. This has meant 
the costs of the Postal Service have soared higher than inflation, as 
you know. 

The projected deficit of $400 million to $500 million does not in- 
clude $1.4 billion from the Treasury, which is now considered in- 
come. I think this will be a new dollar high under this arrangement. 
Part of their problem is their inability and unwillingness to face the 
problem of labor cost. They signed an agreement last year with a 7 
percent pay increase plus a cost of living increase which means a 
man year now costs $14,000. At this rate, year manpower with a 12 
or 14 percent escalation could cost $28,000 in seven years. These 
labor costs and fringe benefits are creeping into the bureaucracy. 
You can't have a postal service spending this kind of money and 
running up the rates. There is no incentive on their part to contain 
costs because of the public utility concept. 

We have seen the charade on pay increases between A.T. & T. and 
the union- In the end, they go to the FCC with their new rates and 
get them approved. 

With this philosophy there is no incentive for the postal service to 
cut costs. I think they need supervision and I don't think they are 
getting it. 

On the budget side, I think Congress should play an important 
role in keeping rates proper. I would see that legislation that would 
incorporate those things and get rid of the Board of Governors 
which have demonstrated they are incompetent. Then, we should get 
Congress more directly into the act. The loophole you left yourselves 
in the 1970 law was to see to it that rates are kept where the judg- 
ment of the Congress feels they should be. I think we need those im- 
provements. 

Mr. HANLEY. Thank you very much. 
May I ask, were you a supporter of the Postal Reorganization 

Act ? I assume you were in this business back then. 
Mr. MYERS. I did not testify so I don't have to say anything on 

that. I suppose I was and I certainly didn't oppose it. I was naive 
enough to believe the Kappel Commission Report. It seemed to be 
the thing to do. There are big changes going on in communications 
that nonetheless need to be considered. 

I think the movement of checks and bills and so on by magnetic 
tape is not far away. Each check that goes into the system now costs 
about 18 cents and there are about 30 billion checks which is about 
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$5 billion a year. If you could do it for mills per check, I suspect 
they will be moving that way. 

Mr. HANLEY. This is one of the points I have emphasized with re- 
gard to the subsidy. We are rapidly moving to the electronics area 
from the standpoint of transfer of funds, which will produce a de- 
cline in volume. 

Mr. Myers, in your testimony, with regard to your support of the 
abolition of the Board of Governors, you mentioned the Postmaster 
General should be required to appear before Congressional commit- 
tees and if he could not produce, "he would be out." Are you sug- 
gesting then that the Congress be empowered to relieve the Postmas- 
ter General ? Is that what you have in mind ? 

Mr. MYERS. NO, the Board of Governors is now acting for the 
Executive Branch. The point is, if the PMG were confirmed by the 
Congress, the Senate, if he really didn't do a good job, there ought 
to be some way of bringing pressure to remove him or make him 
mend his ways. That body now is the Board of Governors and it is 
not an effective body. 

Mr. HANLEY. You also suggest a proper subsidy formula. Do you 
look upon the subsidy portion of this legislation as proper ? 

Mr. MYERS. I think it is, up to 20 percent, which allows Congress, 
which is as close to the people generally as you can find in Govern- 
ment, to figure out what rates are reasonable in terms of the require- 
ments of the citizenry. If the 2-cents-a-year increase in first class 
which will come about through the present arrangement is consid- 
ered too high, then you could consider a raise in subsidy. If some- 
body kept an eye on the cost side, maybe that formula would be ade- 
qup,te and would be kept lower than the maximum you suggest. 

There is a bad problem that has to be faced on the cost side 
which, if it were handled properly, would not require as big a sub- 
sidy. - 

Mr. HANLEY. I believe you suggested the Congress should haye 
the ability to veto a labor agreement. That being the case, how do 
they truly have labor-management relations ? 

Mr. MYERS. They really don't. That is the problem. 
Mr. HANLEY. Can you expand on that? * 
Mr. MYERS. Labor comes up and say what they want and the 

Postal Service says fine. 
Mr. HANLEY. YOU say there hasn't been any bargaining at all ? 
Mr. MYERS. It has only been on the side of the unions. I don't 

think the Postal Service did any bargaining. They agreed to a 12 to 
14 percent pay increase, if you call that bargaining. I think if Con- 
gress has nothing to say about the labor arrangements, then it 
throws out of kilter the whole business of subsidy. This is my objec- 
tion to the public utility project. They agree to any labor demand 
and then expect the customers or the Congress to make up for the 
blunders. If you call that labor relations, I certainly don't. I think it 
is bad business. 

Mr. HANLEY. YOU would be shifting completely into reverse with 
regard to the Postal Reorganization Act. 

Mr. MYERS. I think it would have to be dealt with because of 
what they have done. For these people to keep their hands on the 
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postal service, they don't want to be embarrassed by strikes. So, they 
have no bargaining position. 

Mr. HANLEY. That is very interesting. 
Mr. MYERS. I think that is what has happened. If you have a dif- 

ferent view, I would like to hear it. 
Mr. HANLEY'. I am not tliat intimate with the negotiations I wish 

Mr. Klassen were present to defend his position. 
Mr. MYERS. I talked to him about that and he said, "Who said it 

is a bad agreement?" And I said, "I said it is a bad agreement." 
Mr. HANLEY. While we are on the labor negotiations, how do you 

feel that the 1973 contract was out of whack insofar as the economy 
is concerned, taking a look at all other entities and the contracts ne- 
gotiated ? For instance, I think of the—off the top of my head.—steel 
industry contract which was negotiated several months ago. 

Mr. MYERS. That is right. That was after the end of all of the ef- 
forts for controls. I think that was under phase 2 or whatever. 

Mr. HANLEY. I was talking about the contracts negotiated subject 
to the demise of wage and price controls. 

Mr. MYERS. In a cartel situation, you do have higher settlements. 
But should we pick the worst examples? For the postal service to 
have the 7 percent pay increase plus cost of living (admittedly 
didn't want the cost of living to go quite this high) seems very gen- 
erous with the taxpayers' money. 

Mr. HANLEY. It is necessary to make an honest and obective com- 
parison of what USPS has done with the private sector. You 
wouldn't find that kind of difference. 

Mr. MYERS. I don't know which part of the private sector one has 
to analyze. Generally, I don't think people have been getting 12 or 
14 percent wage increases a year, which the postal service has. 

Mr. HANLEY. One of the great problems was the fact that wages 
were so compressed for so long and you know, up until 1967, the en- 
trance salary was $5,.300 a year. 

Mr. MYERS. But we are talking about 1973 and 1974. 
Mr. HANLEY. But it has taken a period of time to bring it in line 

in accord with the 1967 Act. 
Mr. MYERS. The Kappel Report in 1968 said it was ahead of com- 

parable jobs in private business. It has really gotten out of whack, if 
you are talking about a 700,000 work force, 
about a 700,000 work force. 

Mr. HANLEY. Of course, the USPS has a problem of universality. 
Mr. MYERS. There is no question in my way of thinking that in 

metropolitan areas, there should be a differential. I am not trying to 
take away from that. Postal workers should be paid a decent wage. 
I am saying the 12 to 14 percent will take them up to $28,000 in 7 
years and it is something to think about. 

Mr. HANLEY. Now, again, with regard to your testimony on the 
bottom of page 5 that Congress "resume the responsibility for man- 
agement and money," are you suggesting that we return to the old 
system where Congress sets the postal rates, appropriates the entire 
postal budget, sets salaries and fringe benefits ? 

Mr. MYERS. I think to the extent that those things do affect the 

37-485  O - 75 - 10 
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civil service, you should be concerned with those matters. "We are 
talking of billions of dollars of expenditures. If you want to spend 
the money, fine, but it should be a conscious decision and not some- 
thing soaking through the federal bureaucracy. Some people are say- 
ing you ought to cut the federal budget ten billion dollars when this 
kind of thing is going on, not to mention the problems you have 
with the social security system. 

Mr. HANLET. Incidentally, as I think back to 1967, that Commis- 
sion did not conform with the statistics of the Bureau of Labor, 
with regard to the comparability of the private sector. What was the 
finding of that Commission ? 

Mr. MYEKS. The comparability idea has turned out to be a disas- 
ter, too. The average GS-18 is supposed to make $75,000 a year ac- 
cording to the BLS, which would have an interesting effect on the 
Civil Service salaries and Federal Budget. 

Mr. HANLET. Mr. Myers, on behalf of the full committee and the 
subcommittee, we appreciate your appearance here today, and hope- 
fully, working together, we can unravel most of the shortcomings 
that prevail. 

You know, it is annoying to many of us who sat here during the 
deliberations feeling the urgent pressure for reform of the United 
States Postal Department to now hear from many of the same enti- 
ties, who pushed so hard back then, wanting us to shift gears and 
put this whole thing into reverse. 

Mr. MYERS. I don't think the momentum has been so much that 
the problem is that great. 

Mr. HANLEY. Momentum ? 
Mr. MYEKS. Of the reform or change. The changes have not been 

so much that everybody would notice them. People in the field 
wouldn't know, as they didn't originally, if Congress played a larger 
role. 

Mt. HANLEY. Again, our appreciation. 
Mr. MYERS. Thank you. 
[The prepared statement submitted by Mr. Myers follows:] 

, STATEMENT OP ROBERT J. MYEES, PuBLisHias OF THE NEW REPUBLIC 
MAGAZINE 

Dissatisfaction witli the weather and the mail delivery is a fact of life. In 
1970,' four years ago, tlie eflfort • to do sonietliiug about the post oflSce resulted 
in Public Law 91-375 creating the Postal Service as a government corporation 
with a "break even" goal. Four years later, it is clear that the reorganization 
has not succeeded in its twin goals of reducing costs and improving efficiency, 
for the very reason it was to correct—poor management. Fortunately Section 
208 of that legislation states that "Congress reserves the power to alter, 
amend, or repeal any or all of the sections of this title." In the light of 20-20 
hindsight, I would like to point up what has gone wrong and ofifer suggestions, 
which if pursued, might lead to constructive measures to assure these long elu- 
sive improvements. 

First, there was the assumption in 1966, dramaticized by a breakdown in 
mail delivery in Chicago, that the Post Office was in a "race with catatrophe." 
A combination of circumstances that were unique produced the Chicago spark 
that resulted in a radical reorganization instead of more modest improvements 
in a system tliat was actually doing all right. There was talk of creating a 
postal service for the 21st century instead of dealing with forseeable problems. 

Second, there was the assumption developed by the Commission headed by 
Mr. Fred Kappel, retired chairman of the American Telephone and Telegraph 
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and now Chairman (A the Board of GoTemors of the Foetal Service, that a 20 
percent saving In coets was there for the takinf? with better management Bet- 
ter management would come with a government corporation. The savings were 
largely to result from reduction of the labor force and investment in auto- 
mated sorting and cancelling equipment It is a fact, however, that despite bil- 
lions of dollars in investment the labor costs of the postal service actually 
rose last year to 85 percent from the previous years 84.6 percent. In short, 
labor costs are still what they were before reorganization as a percentage of 
total costs. The number of full time employees has slightly increased and the 
amount of overtime has soared. 

Third, there was the belief that "politics" in the post oflSce was the root of 
the evil. If one defines postal politics as the power relationship between the 
Congress and the Postal Service, there is more conflict and a necessary con- 
flict, then before the reorganiatlon. If politics is defined as political appoint- 
ments of postmasters, that has been eliminated. But It was not necessary to 
create a government corporation just to do t;iftt. "Politics" nonetheless was the 
rationale for the change to a government corporation, and to the present orga- 
nizational structure of the Postal Service. Politics however defined will always 
be part of the jKWtal picture. 

The past four years show that the basic assumptions of the reorganization 
were flawed. 

As the review of Congressional testimony in 1960 and 19'70 will show, there 
were voices raised questioning tlie changes, suggesting more modest measures, 
under congressional control, to improve the Post OflBce Department. H. B. 
Gross (R., Iowa), for example, was one of the leading critics of Mr. Kappel's 
type of reform, saying that the reformers were actually destroying the post 
oflSce "under the misguided notion they are saving it" He said: "I suggest 
that conversion of the postal service into a corporation and delegating congres- 
sional authority over postal revenues will create chaos, the disasterous conse- 
quences of which will live to haunt us, just as we are reaping the whirlwind 
from our delegation of authority over salaries of Members of Congress, top of- 
ficials in the executive branch and Federal judges. I disagree with the concept 
of delegating authority to the executive branch to solve problems which Con- 
gress finds difficult or embarrassing. I am disturbed, too, by certain modem 
concepts of our form of government which requires giving away all power and 
authority of the legislative branch under the false guise of efficiency or econ- 
omy. If we continue this reckless policy, the day will come when the people of 
the Nation will decide they no longer need a Congress." 

It Is Ironic that the man who initiated the financial irresponsibility and ulti- 
mately unsupportable system of government high level pay raises was also the 
man responsible for the blueprint for postal reform. This, I suggest comes 
from the public utility approach to government and the postal service, that is, 
just raise the rates, taxes, or deficits. 

On the second point of management not everyone thought the government 
corporation idea was sound. Mr. Jack R. Cole, President Mail Advertising Cor- 
poration of America, said, "The idea of corporate infallibility is one of the 
great American myths. There Is no reason whatsoever to believe that the Post 
Office would be more efficiently run by corporation types under the program 
recommended by the Kappel Commission than it could be run under the pres- 
ent organization structure." 

It is interesting to note that the i)ostal deficit in 1968 was $4.22 per capita, 
and in 1974, if you consider the $1.4 billion federal payment that the Postal 
Service now lists as income in its annual report, and the additional loss of say 
$500 million, it will be closer to $9 per capita. 

In regard to "polities", we are now watching the government corporation 
taking one dubious step after another in planning and procurement. The Post- 
master General in the face of mismanagement charges and undenied allega- 
tions of accepting fees from a firm doing business with the Postal Service, re- 
mains in office. On the latter point Section 1009 of the Act says "Personnel not 
to receive fees. An officer or employee of the Postal Service may not receive 
any fee or perquisite from a patron of the Postal Service on account of the 
duties performed by virtue of his appointment, except as authorized by law." 
Does this section apply to the Postmaster General? 

The costs of the Postal Service are rising faster than the soaring cost of in- 
flation. Part of this is because of the labor agreement of July 1973 calling for 
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a 7 percent pay increase for each of the next two years plus an unlimited cost 
of living increase. Mike Causey in his column "The Federal Diary" said that 
this contract is the envy of the Civil Service. Also, the Postal Service is now 
paying a higher percentage of health insurance than the rest of the civil serv- 
ice. As you know, in federal pay matters, each one percent increase costs now 
one half billion dollars. Increasing the federal share of health insurance will 
also be in that area. Should the Postal Service unilaterally set the pace for 
federal salaries and benefits? For as night follows the day, these arrangements 
will seep into the whole bureaucracy. Mr. Klas.sen defends this on the grounds 
that part of private industry does this, but comparing postal and government 
pay and working conditions to the private sector is imperfect at best. The 
point here is that an out of control Postmaster General can spread financial 
havoc in places beyond his own large service. 

What might be done in a legislative way to correct or stem the worst abuses 
of the Postal Service? In a word, place it under regular government control. 
Only a few steps are necessary. 

(a) Abolish the Board of Governors. This step has already been proposed by 
Kep. Charles Wilson (D., Texas). This group of neophytes stands between the 
Postmaster General and responsibility and accountability. The Chairman of the 
Board of Governors is responsible theoretically to the President. How many 
hours have the chairman and the President spent discussing this $12 billion 
dollar per year enterprise, the basic communication facility of the nation, dur- 
ing the past year? The past five years? The Board of Governors, wanting no 
outside interference, likes it this way. Without the Board, the Postmaster 
should be required to report to the President regularly. Also, the Postmaster 
General should report regularly, and on request, to a joint Congressional com- 
mittee with a savvy small staff. If the Postmaster General did not produce, he 
would be out, a victim of his own rlietoric. Future Postmasters would be ap- 
pointed by the President, with congressional confirmation. 

(b) Congressional budget control. Congress should decide on a proper sub- 
sidy formula. Postal policy in the act specified that rural post oflSces should be 
supported and- that no post oflice should be closed because it ran at a deficit. 
Also, the Postal Service should be operated as a "basic and fundamental serv- 
ice provided to the people"' which implies reasonable rates for the flow of 
goods and information. The Postal Service opposes such public subsidies "at 
this time" on the grounds of the break-even goal of the Act. That aside, they 
do not want to give Congress power over their budget. Before reorganization, 
Congressional budget control hampered operations because of the habit Qf vot- 
ing postal funds in Committee A and not appropriating the money in Commit- 
tee B. One would think Congress could work Itself out of that infirmity. The 
point is that the Postal Service has shown itself to be IncompetenJ; in its ap- 
proach to costs; it should not, for example, be allowed to conclude, labor cwi- 
tracts without Congressional approval. Far whatever its faults. Congress never 
got into the current type of excessively costly labor .settlements. Congressional 
budget control would eliminate sueli actions. Median pay for postal workers iS 
now $14,000 per year. At the present rate of wage increases, that will double 
to $28,000 in 7 years. What about rates then?'What about competition, with or 
withoutrepeal of the Pxivate Express.Statutes? . 

By making the Postal Service again a.regular department of government, 
the private fiefdom aspects of its operation would be eliminated.    - 

By resuming responsibility for maBagement and money. Congress would cor- 
rect the flaws of the present management of the Postal Service. The many nec- 
essary details of mechanization, standardization of letter sizes, cutting back on 
vulnerabilities to electronic banking and message moving, and so on, would be 
readily handled by an inspired management, inspired because they would real- 
ize that the President cared and that once again there was a visible budget 
boss, the Congress of the United States, overseeing the public postal service. 

Mr. HANLEY. Our next witness this morning is Mr. Stanford 
Smith, president of the American Newspaper Publishers Associa- 
tion. .. .,  • 
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STATKUEirr or STANFORD SMITH, PBHSOSEHT, AMEBICAH   ^ 
NEWSPAPEE PUBLISHERS ASSOCUTIOIT      - 

Mr. SMITH. It is nice to be here. May I suggest in the interest of 
saving time, I might summarize the statement that we gave you, if 
you would care to place it in the record. Then, we could use what- 
ever time is available for discussion of the issues. 

Mr. HANLEY. Fine. Without objection, your entire text will be 
placed in the record following your summarization. 

Mr. SMITH. I think you know our organization and whom we rep- 
resent and the reasons for our concern about the level of postal rates 
and postal service, so I will skip that part. I would be remiss if I 
didn't express oflScially our appreciation for the things you have 
done over the past year or more, to wrestle with the complex prob- 
lems of postal rates in the interest of not only the people we repre- 
sent, but many other mail users and organizations. 

Mr. HANLEY. I appreciate that very much. 
Mr. SMITH. The recent enactment deferring the phasing stage was 

a tremendous benefit to a great many peopk, particularly those in 
the rural areas who simply have no alternative but the postal service 
to get their daily newspapers. There are many thousands of people 
who have been benefited. Now, we come to the much more difficult 
and more complex problem of modernizing, shall we say, the Reor- 
ganization Act. We regard your bill as an excellent vehicle for that 
purpose and this subcommittee of the Congress is the right forum. 

We have said on a number of occasions that the enactment of the 
Postal Reorganization Act does not mean that the Congress gave 
away its responsibilities that are the same as their responsibilities 
toward any other independent creature in the government and we 
are glad to see you dealing with that. 

Specifically, my prepared statement deals with two aspects of the 
bill; the obvious major one of public service appropriations and the 
second, the amendment of the private express statutes. I can use the 
same words as I used one time before when I came before the com- 
mittee—that there was a lot of wishful thinking associated with the 
obsession of developing a totally self-supporting postal service. 

From the beginning, our concept is that it is a national communi- 
cation system with an obligation to service every citizen. As we see 
it, it is an absolute fiscal and physical impossibility to break even 
and fulfill that responsibility to the public. 

There are many, many proofs of this, as one looks at the manage- 
ment of the postal service, but suffice it to say the problem is one of 
identifying what part of those costs should be attributable to selling 
migratory bird stamps, registering aliens, maintaining 30,000 branch 
offices, serving rural routes, and that sort of thing. Only a realistic 
view can solve this problem. 

If we recognize that the postal service as a commimication system 
is a national asset of incalculable value, then we must take such 
steps as may be necessary to preserve the system, in the interest of 
every citizen and not just those who happen to use the mail for busi- 
ness or personal pleasure. 

History teaches us some lessons in this context. In preparation for 
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these hearings, we got out the two major analyses of public service 
cost done under congressional auspices. Both happen to have been 
done on the Senate side, but they are bipartisan in nature. One was 
done under a Democractic chairman of tlie Post Office Committee 
and one under a Republican chairman. 

The first one arrived at a public service cost estimate in 1952, a 
long time ago, of $274 million or 13.1 percent of the total operating 
budget. The second one arrived at a public service cost of $392.4 mil- 
lion or 17.3 percent of the total operation. 

Our conclusion was that these public figures suggest the 20 percent 
figure in this legislation is not too far off the mark. It is a reasona- 
ble estimate to start this dialog which, I understand, is the main 
purpose here. One thing that concerns me a little bit in this provi- 
sion of the bill is that the 20 percent that is in the bill, is a ceiling 
only and 0 or 1 percent is less than 20 percent, so if some way could 
be found to flush out that provision of the bill, it would be useful to 
provide a floor as well as a ceiling. 

If this could be done by some device such as a public service pro- 
vision it should not be less than 15 percent or more than 20 percent, 
you would have a range within which the Congress could act and fix 
it on the basis of total operating cost of the postal service for the 
previous fiscal year. 

Now, I have mentioned briefly that our primary concern is the 
rural areas. We have presented testimony on this in great detail to 
the Postal Rate Commission—I might say, without significant result 
—but nevertheless, we have gone through the exercise. We just com- 
pleted another survey on newspaper circulation in the mails which 
did little more than prove the accuracy of our testimony, hbth her* 
and before the Rate Commission. ,        « 

It showed that the percentage of newspapers in second class mail 
has de(?lined from 6.2 percent in our 1970 survey to 5.4 percent in 
1973. Back in 1966, it was 8.8 percent. I am sure you gentlemen real- 
ize that that looks to be an inconsequential percentage of the total 
newspaper circulation, except that it is not divided evenly across the 
country. 

There are metropolitan newspapers that have virtually no circula- 
tion in mails at all. Our chart shows when you get to the smaller 
size newspapers, particularly those in the Great Plain States and 
sparsely populated areas, they have high percentages of circulation 
in the mails. 

Among all newspaper dailies under 5,000 circulation, the average 
percent is 32.9 percent. This is a significant matter for small daily 
newspapers. In the 5,000 to 10,000 bracket, it is 20.9 percent. It is a 
significant figure and a group of readers who, in large measure', 
can't be reached except through the postal service under the present 
cost. 

If the postal rates continue to go up, then the competitive pres- 
sures arise—and have already occurred in the urban and suburban 
areas—and the change is rapidly taking place from mail service to 
motor routes. 

That is about all I will say for the moment about the public serv- 
ice aspects. I do want to emphasize as strongly as I can, our concern 
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about the private express statutes and the interpretation that the 
postal service is seeking to place on them. 

It claims it would have the authority, if it so chose, to term a 
neTvspaper as a letter. That has never been done. We don't suspect 
anybody intends to do it, but it is a matter of concern to a great 
many newspapers that this sort of thing would be hanging over 
their heads, that at some point in the future, postal service might in- 
clude newspapers and magazines under that definition. But it would 
be a total impossibility for the postal service to deliver 63 million 
newspapers every day and it is unrealistic for the postal service to 
contend it has authority to require something utterly impossible. 

We are also favorably impressed by other provisions in the bill, 
including the revised procedure in changing rates and requirement 
of Senate confirmation of the Postal Rate Commission. 1 believe the 
other day the Chairman of the Postal Rate Commission indicated 
that 180 days would not be adequate for them to arrive at a deci- 
sion, which is a grotesque state of affairs. The mail user is left in 
the position that after 180 days for ftie bureaucracy to consider the 
proposal for rate increases, it goes Into -effect and you have no re- 
course for getting a refund, if denied. 

No such situation exists in any other regulated rate-making proc- 
ess that I know about. It hasn't happened, but it seems another 
threat that doesn t make a great deal of sense. 

As the big problem of a final decision on rate increases voted by 
the Board of Governors or by the Postal Rate Commission as pro- 
vided in your bill, we need more time to discuss this problem among 
ourselves. We want to study the record of these hearings. We want 
to have consultation with other interested parties before coming to a 
conclusion. 

But let me say, it has been frustrating submitting testimony, an- 
swering numerous interrogatories, employing outside experts to ana- 
lyze postal operations and all this at great expense. Our frustration 
reached its height in the final decision in the first rate case, as we do 
not believe our e^rt was gfven the serious consideration we felt was 
warranted. 

There must be a better system. Part of the problem is the Rate 
Commission has only very narrow limits within which it can act on 
proposals of the Postal Service, which, at the very least, raises the 
question as to whether the taxpayers should bear the burden of that 
set up to do so little and take so long to do it and have everybody 
wind up irritated with the result. 

I regret I don't have the magic solution to the problem, but I am 
one of the irritated ones. We do believe we have an obligation, as a 
representative of an interested party, to do anything we can to help 
you and if we don't have the answers to something you would like to" 
know about, it is our duty to get it and we will do our best to get 
accurate information. 

Now, we can discuss any aspect of this if you care to. 
Mr. HANLEY. Thank you very much, Mr. Smith. We are most ap- 

preciative of your willingness to cooperate and assist us in this ef- 
fort. Certainly, as a representative of a vast entity, you can make a 
meaningful contribution to our deliberations. May I ask, from your 
observations, when a rate increase is effected, is this usually passed 
on to the subscriber or is it absorbed by the newspaper itself ? 



Mr. SMITH. It is passed on to the subscriber and the net result is 
shown in our figures of declining circulation in the mails. We pro- 
duced witnesses, newspaper publishers and newspaper witnesses, to 
recite what their actual experience with this was and the record 
showed newspapers' mail circulation had declined as the rates had 
gone up, and their total circulation had either remained constant or 
gone slightly up. 

Mr. HANUBT. Have you personally had the experience of appear- 
ing before the Rate Commission ? 

Mr. SMFTH. Yes, sir. I have. 
Mr. HANLET. Did you find that to be rewarding or frustrating? 
Mr. SMITH. Just a part of the total frustrating experience. The 

most charitable thing I could say was they were relatively new and, 
therefore, excusably uninformed. 

Mr. HANLET. Amen. 
[Laughter.] 
Mr. HANLET. Woiild you have any recommendation as to what as- 

pects of the postal service should be defined as public service, the 
cost of which should be defrayed by the taxpayers? 

Mr. SMITH. I would refer you to the itemization in those two Sen- 
ate documents that I mentioned and also, something more recent, the 
Postal Policy Act of 1958, identified a considerable number of those 
items. The big cost items are the rural routes and third and fourth 
class post offices. It seems obvious to anyone that you cannot main- 
tain 30.000 outlets and expect all 30,000 of them to take in as much 
money as they pay out. A prudent business decision would be to cut 
it in half, but that is not feasible under our system. 

How you put a number on that, I think pretty much has to be aA 
arbitrary estimate and the same thing would be true of the mainte- 
nance of rural routes. You couldn't send a rural mail carrier to 
Cilery farm every day and expect that to be a break-even proposi^ 
tion. When it was first enacted, it was called rural free delivery and ;' 
the word "free" was dropped for linguistics. Then there are numer- 
ous items, such as collecting money for charities, registering alien^ 
mail for the blind and nonprofit organizations, to which I have no r 
objection, except it is a taxpayers' obligation and not necessarily one 
which should be paid by those who mail a letter, publish a newspa- 
per or a magazine. 

Mr. HANLET. On the subsidy, it is difficult forme to understand 
the Postmaster Greneral where he said, "All people don't use the 
mail; therefore, We shouldn't impose the fln,ai\cial burden on that, 
taxpayer that might not use the mail." In saying that, he overlooked ; 
the universality of the U.S. Postal Service.     ' 

Mr. SMITH. There is no taxpayer who doesn't use the mail. - 
Mr. HANLET. According to the Postmaster General, there is. 
Mr. SMITH. He gets his tax return in the mail. 
Mr., HANLET. Very good. That is, like saying there are a lot of 

people who prefer not to support bur dei&afie budget. We get a lot 
of mail saying, "By no means usie oiio^ydmiar of my tax money for 
defense." We would be walking away frwiia.jBational-interest if W6 
accommodated that person. By the samfe'token, we all, every citizen 
in thig Ntition, has something at stake when we talk about the U^. 
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Postal Service. Our gross national product, our economy, our com- 
merce, virtually all are dependent upon the operation of a universal 
system. That is rather disappointing. 

Mr. SMrrH. I suggest there is no popular entity of Government at 
any level that is so universally used as the postal service. There are, 
many that are not used by some citizens, but the postal service is not 
one of them. 

Mr. HANLET. Mr. Ford ? 
Mr. FORD. These hearings have developed for us a startling stoi^. 

of the time consumed in doing nothing by everyone concerned. On, 
the bottom of page 7 of your statement, you say: 

We are uncertain about the best method of making final decisions oh rate 
Increases—whether by the USPS Board of Governors as now provided or by' 
the Postal Rate Commission as provided In H.R, 15511. 

What do you think the relative roles of the Rate Commission and 
the Board of Governors are at the present time, as you have seen it 
in practice ? Who really makes the policy decisions ? 

Mr. SMITH. AS it stands now, the Postal Service Board of Gover- 
nors, by virtue of its proposals to the Rate Commission. As I men- 
tioned earlier, the Rate Commission really has only narrow discre- 
tional authority. It can rearrange the rates but it has very littl«^ 
range of change. Then, it produces the recommended decision which 
goes to the Board of Governors which has the final authority to im- 
plement it. 

Mr. FORD. That is the way the statute rules indicate it is supposed 
to be played, but where is the decision really made? Have you beei^ 
able to make or draw any conclusions as to which of those Boards, 
if either of them, is really exercising a collective decisionmaking 
process? 

Mr. SMFTH. If there is such a thing as a decision not being made 
by anybody, this apparatus more closely resembles that. It starts and 
continues of its own weight. It winds up close to what the Board of 
Governors asks for in the first place, as a practical matter. Perhaps 
that is as it should be. But there is so little the Rate Commission 
can do. The major decision is made by the Board of Governors. 

Mr. FORD. Now, what bothers me is whether the Board of Gover- 
nors actually makes any decision ? 

Mr. SMrra. Within the postal service, itself? 
Mr. FORD. There has been a suggestion here that they don't have a 

great deal of time to get together. We find what actually happens is 
they look like a school board which is a captive of a strong-willed 
superintendent. While the board makes decisions, everybody in town 
knows who is running the school. I kind of had the impression, from 
what we have observed over there, that these fellows are spoon fed 
by staff people, answerable directly to nobody but the Postmaster 
General. 

Mr. SMITH. I misunderstood your question, Mr. Ford. When you 
say internal in the post office, I have no doubt you are right. When 
I said the Board of Governors, that is the spokesman. I have no 
doubt that is the way it is. The management produces a document 
and imdoubtedly submits it to the Board of Governors and says this 
is our best judgment of how the rate increases should be made, it 
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has been done by experts and kindly don't interfere with the ex- 
perts. 

Mr. FoED. What is your opportunity for input to the Board of 
Governors as distinguished from the Rate Commission? The Board, 
as you indicated, makes the final decision of what the initial request 
was. At what point do you have the opportunity to aflfect their deci- 
sionmaking process ? 

Mr. SMrrH. Virtually none. We have communicated—some of our 
members have—with some of them and explained the problem. 

Mr. FORD. No formalized way? 
Mr. SMITH. NO, sir. You are pursuing a line of thought, however, 

that has been running through my own personal head. We haven't 
resolved all this in our own association as to what the association 
would want to recommend, but your line of thought is close to what 
I have been thinking. Wliy do we need a Rate Commission at all ? 

Mr. FoKD. It looks like that is so we can give people the feeling 
they are contributing something in the ratemaking process by letting 
them go to a hearing before the Commission that doesn't even make 
the decision. 

Mr. SMITH. There are a lot of people in this room that have been 
through that process. It consumes enormous amouiits of time and 
you are pretty sure what the answer is going to be when it comes 
back from the administrative law judge. Conceivably, a simplifica- 
tion of the procedure might be cheaper, more efficient, faster and 6f' 
no greater harm to the mail users or the public than what we have 
now. Congress, I presume, is not interested in getting back to the 
postal ratemaking business so the best one could expect of the Con- 
gress is the oversight process of having a look at what has happened 
at pei iodic intervals and rates would only be., one of the things that 
Congress would look at. ,       . 

•    But as a representative of a substantial number of big i]aail users,' 
we are just at sixes and sevens as to what to do with the ratemaking 
process. We can get lawyers, feconomists, publishers and guys like i 
myself to go in and present testimony that we think is the most per- 
suasive that we can produce, but the result is the same. 

Mr. FORD. Thank you very much. 
Mr. HANLET. Thank you, Mr. Ford. Mr. Smith, you have said 

that perhaps we don't need a Rate Commission at all. You have said 
that you assume the Congress was not interested in getting back into 
the business of making postal rates. Do you have an alternative or 
something in mind ? 

Mr. SMITH. Not fully developed in my own mind and this is just 
my own personal thinking of the problem. We are dependent upon 
the management of the postal service, whether we like it or don't 
like it. We are permanently dependent on the management, whoever 
they may be. They have experts in certain places in the postal serv- 
ice and they always will. They have a financial expert; they have a 
ratemaking expert. Conceivably they could help set up, subject to 
something like the Administrative Procedures Act, a way imder 
which interested members of the public present their views. 

I dare say they would act in less than 180 days and if we didn't 
like it, our only recourse would be to the courts, if the statute laid 
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out the public service aspects and how the other costs were to be 
proportioned fairly among the users. 

That may not be practical, but it is sort of in line with what Mr. 
Ford was speaking of as a problem that other witnesses have de- 
scribed. We have experienced the same thing. I say that we have 
been critical of the postal service management and undoubtedly will 
continue to be. But some of the criticism doesn't recognize the com- 
plexity of their problems. As I said a moment ago, it will be man- 
aged by somebody and we will be dependent on him. 

Mr. HANLET. In your statement, apparently prior to going to bat 
at the Rate Commission hearing, you sort of sensed it to be an exer- 
cise in futility ? 

Mr. SMrrH. We might have affected it or our members by a factor 
of 2 percent and I am not sure it is worth the cost. 

Mr. HANIET. AS you know, the present rate proposal has been on 
the burner within the Commission for about 10 months now, I think, 
dating back to last September. In response to a question last week, 
the Chairman projected as a target for disposition, about FebruaiT 
of next year, which suggests something like 18 months or so in total. 
As I mentioned, I think on the basis of the present fiscal status of 
the USPS, in the event that the subsidy provision of this legislation 
is not enacted in the law, then once the present rate case is disposed 
of, right on its heels will be another proposal for a rate hike. 

So, we go on and on, and as I said, it appears on the basis of per- 
formance that since 1970, rather than the Rate Commission setting 
rates, the Postal Service itself is setting rates, working with the 
temporary provision in the interim. 

It is inconceivable to me that the Rate Commission is going to 
take a position contrary to the temporary rate accommodation the 
entity is now using. You wonder whether or not we really should 
have a Rate Commission. 

The Postmaster General, in response to a question, said he felt it 
was tinnecessary and would prefer it to be in-house. 

Of course, that is understandable. 
[Laughter.] ' 
Mr. HANLEY. Obviously, something has to be done in this area. I 

have a few prepared questions here, Mr. Smith, that we would like 
to have answered on the record. You indicated a decline in newspa- 
per mail volume of 35 percent since 1966. At the same time, the cir- 
culation has increased. What was the increase in general circulation ? 
If you don't happen to have the figure, you can provide it for us. 

Mr. SMITH. I will. 
[Th following was furnished:] 
For the period 1966-1973, total U.S. daily newspaper circulation increased 

by 2.9 percent while newspaper circulation in the mail decreased by 36 percent. 

Mr. HANLET. In the interest of time, we have several other ques- 
tions here which the staff will direct to you and if you will be good 
enough to provide the answers, we would appreciate it. 

Mr. SMrrH. And any others in the future, the same offer. 
Mr. HANLET. I appreciate that and again, our gratitude for yout 

appearance this morning, Mr. Smith. 
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[The statement presented by Mr. Smith follows {] 

STATEMENT OF ANPA PaEsiDEaJT STANFOBD SMITH 

We appreciate the opportunity to be here today to discuss the fundamental 
public issues embodied in H.B. 15511 dealing with the organizational and finan- 
cial operations of the U.S. Postal Service and the Postal Rate Ckmimission. 

For the record, let me state that my name is Sanford Smith. I am President 
and General Manager of the American Newspaper Publishers Association, the 
national organization of daily newspapers with more than 1,100 members hav- 
ing more than 90 percent of the total daily newspaper circulation in the 
United States. More than half our members have daily circulations under 
25,000 and about three-fourths of our members have daily circulations under 
50,000. These are the newspaiiers which face the most severe problems of deliv- 
ery to subscribers by mail, as I shall show in this testimony. 

It is a pleasure to meet again with this Subcommittee. At the outset, we 
want to commend you *nd express our appreciaion for your continued att^- 
tion to the public stake in the operations of the U.S. Postal Service. Creation 
of the quasi-independent status did not eliminate Ccoigressional authority for 
the same kind of supervision the Congress gives all,other independent agen" 
cies, and we are pleased that this Subcommittee ik overseeing U.S.P.S. in such 
a responsible fashion. 

We regard H.B. 15511 as an excellent vehicle to bring .about the kind of dis- 
cussion among Postal Service officials. Postal Bate Commission members, mall 
users and the general public that can resolve some of the difficult problems 
confronting all of us. We regard this Subcommittee of the- Congress as the 
ideal forum for such consideration. 

My comments today will deal mainly with the amendment of Section 2401 
(b) of Title S9, United States Code, in Section 1 of the bill, and the revision 
of laws relating to private carriage of letters as covered by Section 7 (a) Chap- 
ter 6 of Title 36, United States Code, in Section 7 of the bill. 

I have said to this Subcommittee before and will say again that we fear 
there has been more thaa a little wishful thinking associated with the obses- 
sion to develop a totally self-supporting postal service. Froia the beginnings of 
the Republic, our concept of the postal service has been that It is a naticMial 
communication system with an obligation to serve every citizen, regardless of 
whether he lives in .a metropolitan area or on t^ rural route. The Original 
^ords Rural Free Delivery embody the concept of a national obligation to 
sijve the citizen in rural areas. ^ • 
/I mention this specifically because in some respects this concept is incoq^pibt' 

ible with the ides of postal revenue paying all the costs df sucft a' national 
communications system.'^ One reason is that an enterprise totally dedicated to 
balance its expenses and revenues - could never afford to maintain such costly 
daily service in sparsely populated rural areas, nor could it maintain more 
than 30,000 branches, as the U.S. Postal Service does to serve many purposes 
for all citizens everywhere. 

Only a realistic view of the necessity of maintaining the Postal Service as a 
national public service can solve this problem. This communications system Is 
a national aSset of Incalculj^ble value. Its existence must not be jeopardized. 
We are confident the Congress Intended to assure Its continued existence and 
so indicated, In the Postal Reorganizatloji Act. The costs-of preserving it 
should he faMy apportioned, partly to mall users and partly to the taxpayers 

' generally. We* believe legislation nln the general framework of H.R. 15511 offers 
the only HQi)e'of restoring reasonable concepts to postal operation. ' 

When confronted with this kind of problem, history can often teach us vala-> 
able lessons and shed Ught on the permanency of many fundamental facts. The. 
•fair apportionment <>f public service costs of the Post Office has been a vexing 
problem since the beginnings of the Republic. However, no Congressional body 
has ever determined that there are no public service costs which, cannot, be 
fairly apportioned to the four classes of the malls but Instead should be i^ld 

, by the Treasury to recognize the public service aspects of the total system. ' 
•Two major efforts - to :detennliie the amounts ,of these public service costs 

. were made by the Senate in the decade of the logo's. Both efforts were bl-par- 
tlsan in nature, and bilfe was conducted under a Republican Chairman of the 
Senate Post Office Committee and one under a Democratic Chairman. Both 
were termed Citizens'Advfsory Councils. 
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The first Conndl, when Senator Carlson (R-Kansas) was chairman of the 

Senate Post Office Committee, engaged the services of Price WaterbouseJ 
and for fiscal year 1952 they estimated these poblic service costs amounted to 
$274 minion or 13.1 percent of total operating expenses of the Post Office for 
that fiscal year. 

The second Citizens Advisory CouacH, when Senator Johnston (D-S.C.) was 
"its chairman, enumerated public welfare costs of the Post Office Department In 
"fiscal year 1955 which added up to a total of $392.4 million or 17.3 percent t* 
"the total <^)erating expen-ses for that year. In addition, the report enumerated 
toany other Items of '"hidden costs" of postal operation without attempting to 
'place a dollar value on them because accurate information was not available; 
"Nevertheless, the rejjort said sndi costs do exist as a part of the operation of 
itjie postal system and should be cmnpensated for from the Treasury. The hla- 
'tory of the public service concept was clearly set forth In the report of the 

. Citizens Advisory Council to the Senate in 1957. This brief history is attached 
"to my statement as Apeendix A. 

We believe these studies two decades ago confirm that the 20 percent alloca- 
.tion to piiblic serivce in H.R. 15511 is a conservative figure, especially when 
We considier those public service costs which previous studies said could not be 
'accurately calculated. 

We believe that if proper accounting Is made of the public service aspects ct 
the postal system, then and only then will we have the true picture and a 
proper basis for determining the amount of revenue needed to meet the actual 
cost of each of the several classes of mail. 

The provision in Section 1 of IT.R. 15511 to reimburse the Postal Service 
Wch fiscal year for public service costs by an amount not more than 20 per- 
•cent of the total operating expenses of the Service for the immediately preced- 
ing fiscal year recognizes this very essential fact For reasons already men- 

, tloned we feel that the figure of 20 percent of the total operating expenses Is a 
.realistic figure. However, It is set forth In the bill as a ceiling. We think It 
'would be desirable also to have a fioor below which reimbursements ^ould not 
be allowed to fall. 

Public service costs have always been associated with the postal system, 
.they always will be, and it just and reasonable that they be recognized as 
"•such and paid for out of the Treasury every year within reasonable tolerances 
,to recognize minor fluctuations from year to year. One way to accomplish this 
would be to provide that the public service aiH>ropriatlons shall be not less 
than 15 percent nor more than 20 percent of total operating expenses of the 
Postal Service for the previous fiscal year. 

Our principal concern over such rapidly Increasing postal rates while service 
•deteriorates lies In the necessity for many newspaper readers, particularly 
.those in rural areas, to depend on the mails to receive their dally newspaper. I 
testified before this subcommittee in June 1972 that we were in imminent dan- 
-gier of pricing the dally newspaper beyond the reach of readers on rural 
routes, despite the unsatisfactory level of service. We contend that It does not 
.serve the best Interest of the Postal Service to price itself out of this daily 
Volume of business which would continue assured If the service were reliable 
and the pricing were reasonable. 

Newspapers have incurred postal rate increases of about 170 percent since 
the new Postal Service was created in 1970. This has imposed Inordinate bur- 
'dens on newspaper managements In pricing mall circulation, particularly when 
ireaders so often report that they may receive no newspaper for three days and 
then receive three newspapers in the same mail. This kind of service does not 

•justify the pricing policies which have been followed, even If the mission of 
the Postal Service were not oriented toward pnbUc service but only toward 
i-evenues. 

ANPA has recently completed another survey (Appendix B) of general daily 
hewspapers in the malls. The results of this study bear out our predictions be- 
fore this committee and before the Postal Rate Commission. In my 1971 testi- 
mony at the Rate Commission In R-71-1, I suggested the Postal Service had 
mis-read the impact of past postal Increases on general dally newspapers and 1 
said. In part, "we contend that increases of the magnitude presently proposed 
will Increase the fiight of newspapers from the malls to other means of han- 
dling." 

Our latest survey shows the percentage of U.S. newspapers In second-class 
mail has declined from 6.1 percent In the 1970 survey to 6.4 percent in 1973. 
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The percentage of newspapers in tbe malls in 1966 was 8.8 percent. JTrom 190H 
to 1973, mail circulation decreased 35 percent or an average .5 percent a year 
over the seven years. This has taken i^ace while total newspaper circulation 
has steadily increased. 

The survey also shows that newspapers are still performing juany •costly 
services for. the Postal Service in handling their second-class mail while paying 
full rates for services not rendered. We think this is unfair and should be re- 
flected in the rate structure. 

The evidence of declining numbers of newspapers in the jnail is overwhelm- 
ing. The IJ.S.P.S. is now losing dally newspaper business to competitive private 
delivery in all except the sparsely populated areas. Motw routes are slowly 
taking over in urban and suburban areas providing the service that is needed; 
i.e., usually 2 a.m. to 6 a.m. for morning newspapers and 1 p.m. to 5 p.m. for 
afternoon newspapers, and at costs per copy under those now proposed for sec* 
ond-class mail. Once this business is lost to the Postal Service, it will be lost 
forever. 

While the overall percentage of newspaper circulation in the mails has con- 
tinued to decline, our survey also shows continued dependence on the mails by 
many small dally newspapers and their readers, particularly those on rural 
routes. More than half of all the newspapers in second-class mall go to readers 
on rural routes. Newspapers under 5,000 daily circulation still depend on the 
mail for more than 30 percent of their circulation, and newspapers of 5,000 to 
10,000 daily circulation depend on the mail for more than 20 percent of their 
circulation. 

These smaller daily newspapers and their readers have no feasible alterna- 
tive to the Postal Service. Therefore, they are dependent on a recognition of 
the embedded public service costs in calculating fair and equitable second-class 
postal rates. For these hundreds of newspapers and thousands; of their readers, 
this legislation offers their only real hope to preserve daily newspaper service. 

Turning now to the revision of laws relating to private carriage of letters, 
ANPA is 100% In favor of the provision in H.R.. 15511 to exclude newspapers, 
periodicals, etc., from the definition of a letter. This Is just what we said in a 
letter March 14, 1974 to Mr. Louis A. Cox, General Counsel of the U.S.P.S., in 
response to U.S.P.S. proposed changes in regulations under the Private Ex- 
press Statutes. 

We believe that Congress, not the Postal Service or the Postal Rate Commis- 
sion, has the right to define what la or is not a- letter subject to the postal mo- 
nopoly. The U.S.P.8. Board of Governors' report to the President and the 
Coxieress June 29, 1973 Itself specifically recognizes that newspapers and pe- 
rlomcals, have never been considered letters. That same report states that "the 
Pri\;ate Express prohibitions have historically centered .on leifter mail. ThMf 
havfe been held^.?J6t to extend to the private carriage of periodicals and unad-- 
dressed cireulats." ,       • 

The Postal Service could never distribute 63 million dally newspapers evert 
day In the time frame that is necessary; that is, delivery of a morning news-, 
paper the morning of publication and of am afternoon newspaper the same af- 
ternoon. The operational schedules of the Postal Service are just not suitable 
for delivery of all daily newspapers, and it is unrealistic for the Postal Serv- 
ice to contend It has the authority to require something which is impossible.      ^ 

Only a statutory recognition of the exemption of newspapers and periodicals 
from the Private Express Statutes can provide permanent assurance of this 
freedom for publishers. We urge that this provision in H.R. 15511 be adopted 
intact. , "t 

We are also favcsrably impressed by other provisions in H.R. 15511, including 
the revised procedure pif extend the waiting period for temporal changes in 
rate^'and the requirement of Senate confirmation of Postal Rate Commission- 
ers.-. . •' -• •' r   V 

We are uncertain about the be^ method of making final decisions on rate 
increases—whether by the U.S.P.S. Board of Governors as now provided or by 
the Postal Rate Commission as provided In H.R. 15511, There are other' alter- 
natires which may be advanced by some witnesses at later hearings. We in- 
tend to study this question further, consult with our most knowledgeable mem- 
bers and review all testimony before this Committee. We are confident that 
whatever provision you finally approve In the pending legislation will recognize 
the enormous difllculties which we and. other mall user organisations have en» 
countered under the present system,Mt'haj been a somewhat frustrating expert- 
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ence—sobmltttog testlntooy, answering numerous Jntrrogatortes. reviewing TO^ 
luminous conflicting statements, employing outsl<}e experts to analyze postal 
operations with which the public can not be expected to be familiar—all at 
great expense. Our frustration reached its height In tlie Final Decision In the 

• first rate case, as we could not believe our effort to submit valid evidence had 
been given the serious consideration we felt warranted. There must be a better 
syetem. 

We stand ready to supply any additional Information that may be useful to 
"• tfae Congress pertaining to dally newspapers In the malls. If we do not have 

tbe Information you need, we will do our best to get it through research or 
otherwise. This is our duty and we conceive It also as an obligation by us to 
the public as this Committee seeks to reconcile the interests of the Postal 
Service, the mail users and the public generally. We commend yon in the bighr 
est terms and offer our continued support. 

lExcerj* f»«i n*port "The port orftoe    Cp Itaendlii * 

M^iOTf Cottnoll to Senate Port Qfftca 
Qamltted Febcuiu? 26, 19$7] 

HISTOKY SUPPOiTTS THE POBUC SERVlCECOr^EPT 
Cus Post Office Ic clilar than eor Itatloti.   Even before the Declaration of 
Independence van frtuoed, the Contlncntai Conereoa Icultplated on postal r<ito0« 
SlenirictmUy, this firjt A.'«rican pojtal rate Icclolotion vac a KIBUCTIOT of 
20 percfiiit in the ratco io^iosed on the Colonlea by the- Britleh Farllanent. 
The Continental Con2,reoo made It clear that Itc motive vuo not revenue but to 
yrovlde a coaiDir.icatlor4« oyatcm vliich \HA\1A, aid In building a Nation.   That 
•ei*vlce cajQtt firet and revenue oecond vas s:ade plain- la these vordst 

'If the sccoooaiy e^r'nee cfcell exceed the produce, th« 
deficiency choU be iiade good bytl:e United Colonleo." 

Shuo the Erltloh notion of a postal oervico aonlened pAimrlly to rals* ravtnw 
vaa auuoarlly rejected In favor of a scrvlco concspta 

I7Q4 
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The novel .Am<!rl;:ais Idea of a Pest Office deel^ied prljsarlly to 
«ervfa the publie vaa put to an earlV tcyt.   The Infant Republio 
soon found ittt'lf heavj.iy in d^bt. and budget balancing becajne 
Inpsrative.    So it vas In 17 G4 +,hut the Conorese of the United 
Statey atteicpt^d to rueet thv fiscal em'-TR^ncy by deciding that 
jiew pcc^aJ. routeg vould be e'.itablj,ehtd c^ly if they produced 
revaaue equal to their cost of opcrntloa.   This wao the first 
effort to put the Poat Office on a pay-ao-you-eo baslo.   It i( 
notevorthy that the effort failed, Just aa the naioe thinking 
in modem dreco haa failed throueJiout   cur hictory.   The public 
protfiiited violently.   Settlero novlns Weatviard dei:andod mail 
fiervlce aa a rifilit.   Progreps vaa being Iji^ded by the effort 
%Q iaak<3 the Poat Office pay Its vay. 

Eefl,ecticg the vlU of the people, Conexeoo reeBtabllohsd lt« 
"•eririce flrot" concept by an 1014 law which read: 

'All poet roads ncccsoary to fumloh nail conBunleatloa 
to cc>unti-y totmn which have no uall were exejnpt frcn 
Jiaylns their own vay." 

ConRreon decided to take a new look at the postal oervlee, ly 
eatabllohins a Postal ConzdoBlon with the reoponolblllty of 
detezralnlne tlie real pun)oce and value of the ucrvice.   This 
Cooalaslca'a final, report rejected the oelf-ouetaining theoiy, 
and again endorsed tlis public service concept, as foUovai 
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ise 
•The United States postal Besnleo vas eraated to ronSSF 
tha citizen v;orthy, by i>ropor knowledge and enllghtonmsnti 
cf his iiaportiint prlvllcEos as a sovorolcn constitiusnt o 
his EOVcrniMnt; to dlffuso onllEht5nir.5nt oi;d cocial in- 
provenant and national fallouship; elovatlnj our pooplo 
In tho ecalo of civilisation and bringing them togetter 
In patriotic affoction.' 

Congress pronptly nccepted this phlloocpljy, ond in 1045 reduced 
Ball rates aubstantlaliy. 7he result vos to double mall voluaa 
In a five-year period. 

This cjoperi-enco led to unotherrato reduction In 18S1.   Thla 
lav asaln burled the pay-aa-you-go plillosophy by otatlng 
firmly: 

"Ihe Post Oiflce ia prlrearily s service organisation." 

The Postal Act of IQa cleaiSLy set forth the phlloaophy that ttw 
Fost Office \rSLO prliiarlly ^or "liJubllo sarvlee."   Tho la« was 
deolgncd to reject dcflnltcijr'tvo prsvloas •wncepls that had 
proved to bo a handicap t««tira ff^^Vto^ irapiUlc. - Tho flrat vas 
the "profit baola" of chticclns for jicstal. aarvtea eaoA vaa a 
carry-over froa tho EngllBfciO0iJcept'«B'« post of flee that existed 
prltnorlly to produa reven-je.'TJw-eecosrtt Yna'^ht "pay-aa-you-go" 
policy then colled "Service-llaltod-to Itevenvies nccelved."   Undtr 
thlo po?.icy of a "boiorced'*-budget, ^ervj.ce foil to such a la/ 
i^tato that tJiO public rtjtJiireti'^CB'vrr4 lopossibl^ to laeot, end 
AS a cousBquesico rovenuea foil.'   SPhe Act of l$Ca vaa designed to 
p<lt;nev enphialB on a policy of "sej-vlce first" lo direct contm* 
diction to the disproved phlloaophy -cf u "poy-os-you-so Post 
Offlcb." 

ISl /!^ Q     Kor has tldo BorWca conoopt been lirdtsd to Congress.   \IUJi 
w 1^ w      sviny haadS of tl;a Pont offlco I>3partt?n% taw nrsed that, thi 

sei-vicS pay its vay, tills view has been by lio caw's vinnnlKOuei 
Poitnaoter Ocinral Cre=-.c3ll took offlcis in 1869 tilth tl-j coiw 
riction that tho Post Offlco ohould fee jsolf-rsupporting.    Tad 
years later ho ticA nado a eoj^loto cbout-facaj orrf In ills i^ort 
to ConsTcss hs spoiled out tho diatinctlori bstvasn tho soiTvieo 
BOtivo of ths Post Office and tho profit Eptlya «('<i prlvato boslMSSt 

•^The natural policy of private coapanles IB td extend 
fttotlltics clovly und only to profitable points; to 
let their businnos aus"Knt clovly and to roach largo 
profits froa a siaxU nmiber of Ecssagos, vhilo a 
Covemncnt systen, iKuiagcd In the liiterests of tte 
people, pursues exactly the opposite course*" 
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IO O O     SliaUarly, FosUnatcr 0«ncral John Vtmomker tald OongNtp 
OO «y     In i689: 

"The Post Offlco Is not • aoDcy^noUnS entetprlta*- 
0 It io sot IntcDiXed to b», end It la a nlotake to 

ejqtcct It to be eeXf-auatalntns until It lo fully 
perfected...Why the people should b« expooted by 
direct tax to cupply annually all the cosay needed 
to nalntaln and extend the postal scrvloe, X caanot- 
eee.   1 connot cec aiiy icore reason for tills than 
for a direct tox lex-y to cover the coat of ohlp* 

V for Uw l!a^•y or to feed and clothe the AniQra" 

Again, in 1920, Fost&aster General VIlll Hays coidi 

"The Post Office Is not for profit nor for poUtlea^ 
but for feervlco." 

1054- As recently no 1954, CoriKreso took another look nt tha 
queetlon of vhethor the Post Office la priraarlly a publlo- 
eervlco, or prtnarlly a business, fa the 83rd Congress*, 
the Senate unanimouBly adopted Senate Resolution 49, 
authorising t))o eotatu.lehi;'.cnt of an Advisory Council. 
This ETOup, coraionly too'.m aa the "Carlson" Coisaitteo, 
reported on its lavecticjitloa In 1S54, urging that 
Congreoa o/iopt a policy resolution, the first plank of 
vhlch read as foU.o-vJo: "Be Itr.ccolved, Tliat t)ie Post 
OffJ.ce Depavtrcsnt la funda-aentslly a public ecrvlce tv 
the people of the United States and should bo so COA'* 
eldered."  

IQ C R  Said Senator Olln D. Johnston on October 13, 1955 In 
^ \^ 1^   an address in Chicago: 

"That the issue lo bipartisan lo boot ovldeneed 
by tha unanimous appraval given both House and 
Sonato rcoolutions in the last acaslon of 
Consreas to furthar investlgnto tha postal 
sarvlco, I can,asbure \you m  are not taking 
our tasks llRht:(y.. .... Ths Congress has wfused 
to be stampidcd into hasty and lll-advl8Gd action. 
It stood flna in the face of tho savorest 
presoureo.n ..«» 

The'hlatorlcal record 1* dear. For 165 yenra, ConRresa 
haa repeatedly fauloved the public oervice concept. The 
attltwlo has been that the postal service la vortli vliat 
it coatfl, even 5ii thftfle modem days vhen coato have 
rioen Bubatantlally. The Continental Congress set tho 
pattern In 177S,. and Congreoa Iws folloucd It ever slncck 

37-485 O - 75 - 11 
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Mr. HAXLET. Our next witness is Mr. Alexander Hoffman. 
STATEMENT OF ALEXANDEE HOFFMAU, VICE PRESIDENT. DOTJ- 

BLEDAY, CHAIEMAN, ASSOCIATION OF AMERICAN PUBLISHERS 
POSTAL COMMITTEE, ACCOMPANIED BY RICHARD M. SCHMIDT, 
JR., COUNSEL 
Mr. HOFFMAN. With me is Mr. Richard Schmidt. 
Mr. HANLEY. It is nice to have jou with us, Mr. Schmidt. 
Mr. HOFFMAN. The Association of American Publishere has some 

260 firms and publishing organizations in its membership. The mem- 
bers include not only commercial book publishing firms, large and 
small, but also book clubs and the publishing departments of reli- 
gious denominations. Our members do about 80 percent of the book 
publishing volume in the United States. 

We would like to express our appreciation for the efforts of both 
the Subcommittee on Postal Service and the Subcommittee of Postal 
Facilities, Mail, and Labor Management during the 93d Congress to 
exercise effective oversight of the U.S. Postal Service. 

We believe that the joint report of these subcommittees, issued on 
April 2 of this year, has effectively prepared the way for the much 
needed Postal Amendments bill which you are now considering. 

First, we would like to support strongly the overall objectives of 
this bill—to reinstate a greater recognition of the public service as- 
pects of the Postal Service and to strengthen some of its kev operat- 
ing procedures in light of actual experience to date since the enact- 
ment of the Postal Reorganization Act. 

The economics of the postal costs in the book field is quite 
different than in other industries. I want to make that clear at the 
outset. Except for a few special cases, such as the shipment of teach- 
er's examination copies of textbooks, postage costs are not borne by 
the publishers, but by the customer, whether the customer be an in- 
dividual, a book store, a school, or a library. Almost 50 percent of 
the shipments are to schools, libraries and college stores. 

Thus, the more that schools, libraries and individuals have to 
spend for postage, tlie less they have to spend for educational mate- 
rials and the matter is particularly urgent in this present period of 
budgetary stringency. For schools and libraries, it comes out of the 
total number of books they can acquire. 

We do have a few suggestions to offer for your consideration on 
specific sections of the bill, and I will mention these briefly in order. 
I will also speak briefly to some of the points raised by the U.S. 
Postal Service in the testimony before this subcommittee by General 
Counsel Louis Cox on July 9th, 1974. 

We strongly support section 1 which provides the authorization 
for an appropriation to the Postal Service each fiscal year of not 
more than 20 percent of the total operating expenses for the Postal 
Service for the immediately preceding fiscal year. 

Experience to date with theTJ.S. Postal Service lias unfortunately 
shown little or no actual realization of the greater efficiency that had 
been the hope of one and all in depoliticizing the Postal Service. As 
we are all painfully aware, service has deteriorated while rates have 
escalated at an alarming rate. 
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We would all hope that the operational problems can be solved 
and that increased efficiency can be obtained. In the meanwhile, how- 
ever, continued adherence to the breakeven concept adopted by the 
Postal Reorganization Act appears to be strongly at odds with what 
we understand has been the consistent intent of Congress for many 
years. 

Effective widespread dissemination of information and educa- 
tional and cultural materials is certainly basic to a free democratic 
society, and it seems eminently reasonable to recognize the legiti- 
macy of this obvious public service aspect of the Postal Service in 
concrete financial terms so that the cost of distributing these mate- 
rials not shrink their audience to a degree which impairs the public 
awareness necessary to effective functioning of a free political and 
economic system. 

We believe an efficient and low-cost Postal Service must be viewed 
as a basic necessity of our society—just as much so as police and fire 
protection. If that is true, you cannot then reasonably treat the op- 
eration of the Postal Service in the same straight profit and loss 
terms appropriate to "a private sector commercial operation. 

Obviously, you want to obtain the greatest efficiency possible in its 
operation, and provide maximum incentives to its management to re- 
alize efficiency. 

However, you must also see to it that the greater public good is 
not sacrificed to the uninhibited exercise of a straight cost account- 
ing approach to the setting of postal rates. 

The proposal to authorize a public service appropriation of up to 
20 percent of the operating expenses of the Postal Service is consist- 
ent with both good public policy and past experience. It is certainly 
to be hoped that any public service appropriation could be reduced 
as a result of increased efficiency, and it is' wise not to, attempt a 
fixed level for the appropriation which might ten^ to vitiate prog- 
ress toward increased efficiency. '       , , : 

We do not believe the Postal Service's contention is warranted 
that it would be difficult to live with the uncertainty of this appro- 
priation in light of their present and continued ability to request 
whatever emergency appropria,tion may be necessary to cover differ- 
ences between expenses and anticipated income. 

We support the proposal in Section 5 that the members of the 
Postal Rate Commission shall, be appointed W the President, by and 
w^ith the consent oi the Senate. Members of almost all other commis- 
sions are subject to this review, and we can see no reason why this 
should not be true of a commission as important as the Postal Bat6 
Comhiissidn. '        • . •' ' ' 

Assuming the adoption of section 5, we also support the proposal 
of section 3 that the decisions of the Postal Rate Commission con- 
cerning rates not be subject to further review or modification by the 
Postal Board of Governors. 

From an administrative law standpoint, the existing law is a 
unique measure in that it allows the Board of Governors, which is 
really the plaintiff in the case, to make the final judgment. Given a 
Postal Rate Commission fully comprised of professionally qualified 
members and a reasonable average term of service to insure adequate 
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continuity, they should be able to fimction in their primary rate mak- 
ing role in the same independent maiuier as other regulatory com- 
missions. 

We would suggest that you consider retaining the present quali- 
fied ability of the Board of Governors to review classification 
decisions reached by the Postal Rate Commission. Classification 
questions are often extremely technical and have great operational 
ramifications for both the Postal Service and mail users. 

It may be difficult in practice for the Postal Rate Commission to' 
maintain constant expertise on its staff to be adequately informed on 
all the technical aspects of classification decisions. In this area, we 
belieye there may be validity to the Postal Service contention that 
the limited authority of the Board of Governors to reject, protest or 
modify decisions of the Postal Rate Commission provides a useful 
safeguard which should be retained. 

We strongly support the proposals in section 4 to extend from 90 to 
180 days the period before the Postal Service can put temporary 
rate increases into effect, and the proposal to limit temporary rate 
increases to a maximum of 10 percent. We do not believe the Postal 
Service's contention that they cannot live with such limitations in 
today's inflationary economy. The Postal Service should have as 
great a requirement as anyone else to learn the art of long-range 
budgeting. Since the Postal Service affects virtually every citizen in 
the country, it would seem to be something short of setting a good 
example in the Government's efforts to control inflation to have it 
within the power of the Postal Service to increase rates at the clip 
of SSVs percent every year. Finally, while permanent rate change de- 
cisions may not be attainable within 180 days, there is certainly 
nothing wrong with this modest increased incentive to speed up the 
present snail's pace of rate proceedings. 

We support the proposal of section 6 to make the provision of the 
Administrative Procedures Act applicable to the Postal Service. 

We strongly oppose the proposal by the Postal Service that 39 
U.S.C. §3624(a) be amended to provide for informal "Notice and 
Comment" rulemaking under section 553 of Title 5 rather than for- 
mal adjudication under sections 556 and 557 of that title for classifi- 
cation matters. As we have mentioned above, classification changes 
are often highly technical and once made can have major and long- 
lasting effects. We see no need met or public purpose served by elim- 
inating the present procedural safeguards against undesirable 
changes. 

Finally, we strongly oppose the proposals of the Postal Service 
that the requirement of 39 U.S.C. §3863 for uniform rates for spe- 
cial rate fourth-class mail should be restricted to the case of the li- 
brary rate for material specified in former section 4554 (b) (2) and 
(c) of title 39. To the best of our knowledge, the Postal Service's 
contention that publishers have responded to the present uniform 
rate for books by using the services of private carriers for short- 
haul shipments and using the Postal Service for long-haul ship- 
ments is completely without foundation. We have checked with as 
many major publishers as possible in the limited time since learning 
of the proposal and have not found a single instance where this has 
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been or is being done. Further, we can think of no practical reason 
why any publisher would do this. 

There was a bipartisan concensus that there should be uniform 
rates for books. As stated by Senator Mansfield: 

These uniform rates sei-ve important educational and cultural purposes, iOr 
suring that all citizens, libraries, and educational .institutions have the same 
access to these materials, no matterwhere they may be located. 

We are dealing here with the Postal Service not as mere transportation de- 
vice, but as a vital link in the distribution of educational and cultural mate- 
rials, i.       . •:-•-... 

As stated by Senator Scott: 
The importance of library materials specifically was first recognized when 

Congress, in the 1920's, established, by law, the so-called library rate covering 
the exchange of library materials between libraries, and between libraries and 
their patrons. A second special factor for educatioiial materials, started in 
1938, applied a nation-wide flat rate for books at the same level as that for 
the editorial content of magazines and newspapers. Under this rate, which has 
been continued by successive acts of Congress, the buyers of books, educational 
films, music, and other educational and cultural materials, pay the same trans- 
portation charges for their purchases, whether they live near the large pub- 
lishing centers of the east and mid-west, or whether they live in the most re- 
mote areas of the continental or off-shore states. 

Senator Scott went on to point out that this amendment did not 
go as far as the Kappel Commission recommended, and stated: 

Our amendment, however, does preserve the essential element of national 
uniformity. It is, of course, our hope that members of the Postal Bate Com.- 
mission will take carefully into accoimt the historical rec(^nitlon of the impor- 
tance of educational materials when they are faced ultimately with this rate 
decision. 

This leads us to suggest that you consider one additional provision 
to H.R. 15511. We suggest that you embody in this bill langtiage 
which would strengthen and make unmistakably clear Congressional 
intent on matters of national policy that apply to the operations of 
USPS. We recognize that this entire bill is designed to do that, but; 
feel that it. would help insure future adherence to certain policies bf 
great importance if section 3622 bf the statute which sets policy 
guidelines for the Postal Rate Commission in the establishment bf 
rates had added the following provision: 

(8) The educational, cultural, scientific and informational value to the recip^ 
lent of mailed materials. 

Withbut getting back, into the specifics bf rate making, Congress 
must continue to set public policy in a manner that makes it impos- 
sible of misinterpretation by the Postal Service and Postal Rate 
Commission, and must maintain clear authority to insure that its 
policies are carried out. 

Mr. HANLEY. Thank you very much, Mr. Hoffman, for your fine 
testimony. Have you personally appeared before the Rate Commis- 
sion? .    - 

Mr. HOFFMAN. I personally have not.. 
Mr. HANLEY. Who on behalf of you?., ^ *.,j 
Mr, ScHMmT. We appeared in all d3Ei>ilitS> lieariijgs so far in the 

first rate case and the second rate case.'Our witness has been Robert 
Frase, an economist. Lawyers have been thdte daily. 
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Mr. HANLET. I take it that during the course of whatever past 
colloquy, your association presented testimony concerning tlie Rate 
Commission and that you have been unable to sell, even though it 
has all the merit in the world, your position with regard to the edu- 
cational, cultural, scientific and informational value? Has it been a 
hard sell in the rate case ? 

Mr. ScHiODT. Yes. It has. The administrative law judge said 
there was "some evidence" that Congress had this intent. I think 
there is quite a bit of evidence in that direction, but it is apparently 
not clear enough and we are asking Congress to reiterate what we 
think is its orginal intention. When you look at statements fix)m 
both sides of Congress, I think it is clear that Congress intended 
them to take this into consideration, but apparently because it 
wasn't spelled out specifically, we couldn't obtain the consideration 
we thought we deserved. 

Mr. HANLEY. In my judgment, the intent of Congress is quite 
clear in this regard, and I think you offer an excellent suggestion. I 
regret that the Commission has apparently failed to understand 
that. So, certainly the suggestion that you offered here will be worth 
a great deal of consideration. 

It seems to be a good provision. Again, it is in total conformity 
with the intent of Congress expressed in the Constitution. 

From your testimony, I take it that you would not support the 
proposal )jvhich suggests the abolishment of the Board of Governors. 

Mr. HOFFMAN. Abolishment of Postal Rate Commission. 
Mr. HANLEY. Of the Board of Governors ? 
Mr. HOFFMAN. NO, I haven't really said that. 
Mr. HANLEY. Your testimony advised that you favor retaining the 

Board of Governors' authority in classification cases. Would you 
Erefer the Board of Governors continue to function as it does? We 

ave a proposal. 
Mr. HOFFMAN. Maybe I didn't make that as clear as I might have. 

From our vantage point, we see something of a distinction between 
the issues involved and the kind of information that is necessary in 
classification decisions, as opposed to straight rate figures and within 
an existing set of classification. 

So, we kind of split the middle on the proposal as it stands in the 
bill as now written. We think the Rate Commission, assuming you 
have a fully qualified Rate Commission, should be independent, as 
all other such Commissions are, in reaching rates. 

But the classification matters can be very complex technically, and 
just a few changes in the wording can have a staggering effect on 
postal service and on mail users. You could change two words and 
nave to change one whole wing of a shipping plant to make it com- 
ply. We think in this area that some review by the Postal Service 
would be helpful, using history and their staff expertise as a good 
safeguard. 

Mr. HANLEY. I should clarify my question. The proposal to abol- 
ish the Board of Governors is not contained in this legislation, but 
is contained in another bill introduced by Congressman Wilson. As 
much as you reflect upon, and we will be considering that proposal, 
and inasmuch as you have related to it, I am wondering wnat your 
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position was with regard to abolishment of the Board of Governors, 
per se. 

ISfr. HOFFMAN. I haven't really considered that, so I'm not pre- 
pared to answer that. 

Mr. HAXT,EY. With regard to the Postal Rate Commission, and I 
think we all agree that the procedures need streamlining, do you 
have anv specific i-ecommendations? 

Mr. SniMTDT. Mr. Chairman. T think it is a difficult concept to 
streamline the Postal Rate Commission operation. Look at it from 
this standpoint. They have a rate request from the Postal Service. 
The onlv comparable cnse considering the amount of money involved 
was AT&T before the Federal Communications Commission and 
that took 6 years. Yon are asking the Postal Service to justify their 
rate request with a whole group of mail users attacking them. 

The mail users don't have a sufficient staff or money to hire ex- 
perts to dispute the figures. The Postal Service tries as best it can, 
but it is hit with 900 interogatories at once. The administrative law 
judge has moved as fast as he can. It is a problem so enormous and 
immense that they can't speed it up much if you are going to oper- 
ate with due process. 

Mr. HANLEY. Would you support the continuation of the Rate 
Commission as it is? 

Mr. ScHMnxr. I will speak personally. I think the Postal Reorga- 
nizatiorTAct was a mistake and I must say that the Association of 
American Publishers and American Library Association were the 
only tYfo groups I know of that didn't support it. We viewed it—aS 
an analogy:—as the same thing as if the Defense Department was 
put on self sustaining basis—those who sail on the submarines, buy 
them. We thought it equally illogical for the Postal Service. It is 
something that should be taken back by the Congress. I am speaking 
personally now. 

I don't see an alternative between that and an independent Rate 
Commission. I don't see an ad hoc-type situation. I don't think any- 
body would be happy. 

Mr. FORD. Mr. Cox's statement the other day was an interesting 
one because it contained a good many policy statements that would 
have been easier to deal with if we had had them from the Postmas- 
ter General. But he responded specifically to statements, speaking as 
the General Counsel for the Post Office and with the Postmaster's 
proxy in policy matters, that the uniform rate provision, which was 
inserted in the bill by the majority leader and minority leader on 
the other side, had led book publishing companies to change their 
habits with regard to the use of the postal service and in fact, was 
resulting in a situation where the people we most intended to benefit 
from the uniform book rate were carrying the cost of the rate classi- 
fication from the postal service, because in some areas, the book pub- 
lishers have been enouraged by this provision to turn to the use of 
private agencies for the delivery of their m^teopials. 

You responded to say that you haven't b^en able to find, in the 
short time since they said that last week, anybody that will acknowl- 
edge they will do that. 
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Further, we can think of no practical reason why a publisher 
would do this. 

He does allege in this testimony that it is possible for a book pub- 
lisher to save money by going to a private agency delivering for a 
short distance. Isn't that what he said ? 

Mr. HOFFMAN. We have been trying to check with him and find 
out how, because it is not as if we wouldn't consider doing the most 
efficient thing. But to our knowledge, and I have checked with all the 
members present at the A.A.P. Postal Committee meeting last Fri- 
day and many others on the phone, it doesn't jibe with the nature of 
the delivery of books. Special rate, fourth class, is absolutely essen- 
tial to the delivery of books, because of the nature of the average 
shipment. Even with a large publisher such as ourselves, individual 
book shipments, whether they go to stores or, in the case of book 
clubs, to individuals, or even in the case of deliveries to wholesalers, - 
the individual shiijments are of such size and weight that the mini- 
mum charge for a private carrier rules it out absolutely. 

You always use the U.S. Postal Service. You always ship by the 
book rate. I wish I could convey the looks on the faces of people on 
the A.A.P. Postal Committee when I read this thing to them. Who ' 
me ? Who is he talking about ? We couldn't do that possibly. It is 
sort of a mystery. 

We don't understand where that came from. That is all I can say 
on that. The only thing I can think of is textbook publishers in the' 
cases where there are large deliveries to a book depository or some- 
thing like that. If thej' are delivering such a large quantity of books 
—let's say it is a whole truckload—those might go that way. 

That is not what he seems to be talking about. 
Mr. FORD. He seems to be saying you get the same service cheaper 

from a private agency for books and he is implying that the reverse 
of what we intended was occurring. 

Mr. HOFFMAN. We are trying to get a meeting of the minds on it. 
Mr. FORD. Did he know why it was in his statement ? 
Mr. SCHMIDT. I called and he said he would get back to me with 

the information. I am sure somebody in the Postal Service gave this 
to him and he made the statement with all good faith. 

Mr. FORD. Mr. Chairman, I think we ought to direct a letter to the 
Postmaster General asking if whoever wrote that part of the state- 
ment could tell us what they were talking about. 

Mr. HANLEY. Without objection, so ordered. 
[Laughter.] 
Mr. FORD. Mr. Hoffman, how do you distinguish between the spe- 

cial fourth class and the library rate, for the purpose of this type of 
discussion ? 

Mr. HOFFMAN. I think there is often a suprising amount of mis- 
understanding. When you say the library rate, a normal assumption 
is that that is the rate you pay to ship books to the libraries. How- 
ever, that isn't what the library rate is. The library rate, so-called, 
applies to the shipment of books and other materials back and forth 
between libraries. Also, most curiously, it applies to shipment of ma- 
terials other than books, to libraries. 
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being purchased by libraries from publishers or wholesalers are 
shipped to them at special rate, fourth class. 

For instance, In Mr. Cox's proposal, it looks on the surface as if 
we keep the uniform library rate and continue protecting the inter- 
est of the libraries, but that is not true at all. Books libraries are 
buying from publishers are shipped at special rate fourth class on 
which he proposes to eliminate uniform rates. That is a distinction 
that seems to get lost. We have never been able to figure out or find 
out historically or legislatively how it came to be that the library 
rate can be applied to shipping things other than books to libraries, 
but not shipping of books to libraries. 

I don't know if you care to address yourselves to that in this leg- 
islation or not. 

Mr. FORD. "What you are suggesting is Mr. Cox's proposal was that 
was what he had in mind when S. 411 was amended. We would lose 
some of the benefits. 

Mr. HOFFMAN. That is true. The cost of books being shipped to 
libraries in the State of Washington would go way up. 

Mr. FORD. As one of the lawyers who has had considerable experi- 
ence with the ratemaking practice over there, Mr. Schmidt what is 
your feeling about the proposition in this legislation that the rate- 
making should become final at the Rate Commission. 

Mr. SCHMIDT. It is the view of the Association that you leave it 
with the Postal Rate Commission. It is ridiculous to go back to the 
plaintiff for the final decision. Leave it with the independent body. 
There is no way to appeal to the Board of Governors after the Rate 
Commission acts and the Board of Governors could, under the pres- 
ent law, reject or modify the decision by a unanimous vote. There, is 
mi method to appeal to them. 

Mr. FORD. YOU are presently in a position, then, where one side 
can't go back—assuming the post office management to be one side, 
and the mail user or payer of the tariff on the other side—^to the 
Governors because they are unhappy with the Rate Commission. Un- 
officially you can do it. If you can get to somebody, you can do it. 

Mr. SCHMIDT. AS a practical matter, the administrative law judge 
can issue a proposed finding that the Postal Rate Commission does 
not buy and raise the rates a bit. Then it goes on to the Board of 
Governors which includes people working inside the Postal Service. 
In the first rate case we wanted to appeal to sustain the postal ad- 
ministrative law judge's decision. We sent a letter to the Board of 
Governors and we received the type of treatment you would expect. 
We atssume the Postal Service delivered the letter, but we never re- 
ceived a reply. 

We knew it was probably an exercise in futility. The only alterna- 
tive we had was to go to court. 

Mr. FORD. DO you think we ought to consider the possibility of an 
appellate step beyond the Rate Commission„itself? 

Mr. SCHMIDT. We might be adding another layer of expense to 
everybody involved. 

Mr. FORD. What about the Other kind of approach of limiting the 
right to appeal to specific, enumerated groups of abuses. 
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Mr. SCHMIDT. There is that possibility. 
Mr. FORD. HOW do we get to a situation where the Rate Commis- 

sion chooses to say, as I think we heard you way, when the package 
is wrapped up and has to be carried, it doesn't make any difference 
whether it has a brick or book inside. Your people were arguing 
that it does make a difference whether it is a brick or book and it 
should continue to make a difference. Apparently, there was no 
mechanism available for a mail user who felt the interpretation 
placed on this was wrong, short of being able to sliow such a clear 
violation of Congressional rights that you could get to federal court. 

How do we ^t the sort of thing so there 'woiud \>e rtsview of the 
R&te Commissjoner's interpretation^of either the lettei; of the law or 
(the spirit of the Jaw, short of commg back to us and asking \is to 
' le^slate again and clean it up ? 
,    Mr. SCHMIDT. That is why we propose on page 9, the additional 
. clause 8 to section 3622 settmg forth criteria the Postal Rate Com- 
mission must consider. 

Mr. FORD. That takes care of that issue for one time. But that 
would take care of it by having you turn back and say Congress 
said this in a way that is being interpreted by the Rate Commission 

, as not clear enough to be mandatory to them and, therefore, they are 
-choosing to ignore it. Congress then going back and saying it again 
to these people wouldn't do it. That is a difficult way for us to t*- 
spond to the Rate Commission from time to time. What could we do 
about an immediate procedure so you could argue what we mean in 
front of somebody that isn't as directly involved. 

, Mr. SCHMIDT. You could take back the whole postal system and 
we could argue it in front of you. 

Mr. HOFFMAN. Congressman, you seem to be implying, which may 
be a practical reality, that although we might all agree that the phi- 
losophy embodied in our suggested additional policy criteria is nice, 
it really won't make much practical difference. 

Mr. FORD. It would make a lot of difference for this particular 
issue and I think it will have a lot of support, but it is a perfect il- 
.lustration of the fact that you shouldn't have to be back saying, let's 
legislate again. There should be somebody who can punch the Rate 
Commissio|ier§ in the nose and say, this is what Congress meant and 
the hell ^ith what the Board of Grovemors say. 
, They have a reason why they are motivated to read this with 
blinders. I don't see how anybody who was around in 1970 would 
have failed to recognize what we are saying, unless no one was pay- 
ingattention to me at all. 

There was plenty of discussion about what we had intended and 
there was an understanding by proponents and opponents of the 
Post Office Corporation that we didn't want to have the transition 
change any of the basic policies which had become public policy, 
particularly with respect to the indirect support we give to educa- 
tion in a lormal and informal sense, and nave always given to it 
through the Postal Department. When you are talking a^ut the in- 
stitution, that is something that I think we were proud of with re- 
spect to the Postal Service and I know that there was a very strong 
feeling that we wouldn't trade any of that sort of thing. 
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This indicates maybe we have. Also, Mr. Cox had very strong 
feelings again-st the application of the Administrative Procedure 
Act to the provision of the Postal Service. 

Mr. SCHMIDT. I would think that would be a natural reaction to 
someone in his position, because it does become cumbersome to some- 
one who has to administer it to get due process. It would also be eas- 
ier for any person in the executive branch to work outside legislative 
oversight, but from the public standpoint, it is vital it be applied. 

We want adequate notice to the public to have their day before 
the Postal Service, before changes are made. 

Mr. FORD. Mr. Cox said he thought there was an aspect of the Ad- 
ministrative Procedures Act that might be applied to some part of 
the Postal Service in some limited number of its activities. As one 
familiar with administrative procedure at the Federal level, are yon 
prepared to venture an opinion as to whether or not there is any- 
thing so unique about the Postal Service that it should not be con- 
sidered with all the other Federal agencies subject to such act? 

Mr. ScHMTOT. Certainly not. All the ratemaking boards are sub- 
ject to that act and I don't see why the Postal Service would be 
different. 

Mr. FORD. They say they are not ratemaking and they are a serv- 
ice. 

Mr. SCHMIDT. Anj ratemaking body would say they are service 
first and money raismg second. He talks in general terms. I don't see 
his point in it at all. 

Mr. FORD. They are playing a technical game and we are going to 
have to find a way, without going back and picking up every little 
mistake, to correct it or set the machinery in motion to correct it. In 
another ,^mmittee on which I serve, we discovered ak a result of 
what was brought to us by unions representing the postal workers, 
that the General Counsel says notwithstanding our specific Ian-' 
guage, that the Service Contract Act should be one of those acts that 
will specifically apply to the Postal Service. 

We neglected m using that language to say, "as amended." He 
construes it to mean anything the Service Contract said then but 
anything it says in the future as a result of an amendment, doesn't 
apply to the Postal Service, even though it applied to everyone else. 
In the list of acts enumerated there are such acts as the Civil Rights 
Act, itself. He is not willing to sav that you need "as amended to 
make the Civil Rights Act apply, but if it comes to wages or work- 
ing conditions, it does apply that way. 

What this brings to our attention is—we will correct it in the 
Labor Committee—people will say in the future, "Why are you 
writing the law to say everybody and the Postal Corporation?" But 
it is apparent if this kind of thing goes on, we will have to devise a 
procedure short of abolition and return to the legislative process, for 
a forum, at least, to determine these things. . 

Mr. SCHMIDT. One of the things would be to work over the judi- 
cial review provision. You might study that and see if it can be 
made more specific to allow the court greater latitude than the not- 
mal administrative appeal. 
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Mr. FORD. Thank you very much. 
Mr. HANLEY. Thank you, Mr. Ford. In your testimony, you credit 

the Board of Governors with enjoying the qualifications to review 
classification, et cetera. This is certainly heartening and I wonder 
what you base this judgment on. Do you talk about the Board of 
Governors, itself, or the  

Mr. HOFFMAN. We are thinking of the resources within the Postal 
Service, available to the Board of Governors. This reflects the view 
that has been expressed in our Association Postal Committee. It iS' 
our feeling that within the Postal Service, there is technical knowl- 
edge to have a clear understanding of the practical impact of classi- 
fication ciianges, and that that degree of technical knowledge might 
be a useful safeguard against changes, the full implication of which 
might iiave escaped the staff resources of the P.R.C. 

Mr. HANUET. Then, in reality, what you aie saying is it is a capa- 
bility, an in-house capability of the USPS as opposed really to that 
of the Board of Governors. 

Mr. HOFFMAN-. That is quite true. 
Mr. HANUET. I have no further questions. 
Mr. FORD. I have none. 
Mr. HANLEY. Again, our appreciation to you, Mr. HoflFman, and 

you, Mr. Schmidt, for your contributions here this morning. Your 
testimony was excellent. It was helpful and we appreciate it. 

Mr. HOFFMAN. We stand ready to help with other questions, if 
they come up. 

Mr. HANLET. The next witness this morning is Miss Eileen D. 
Cooke. 

STATEMEirr OF EILEEN D. COOKE, DIEECTOR, WASHINGTON OFFICE, 
AMERICAN LIBRARY ASSOCIATION, ACCOMPANIED BY ROBERT 
FBASE 

Miss CooKE. Good morning, Mr. Chairman. I would like to re- 
quest that Mr. Robert Frase, practicing economist, might stand by 
in case you have any questions of a technical nature. 

Once again, I want to thank you for the opportunity of present- 
ing my testimony and also, to thank the members of the committee 
for their diligence and persistence in working on this area of legisla- 
tion, particularly to congratulate you on your recent passage of S. 
411—P.L. 93-328—which does a great deal to improve the library 
and book rates over a longer period of time. The new law increases 
the phase-in period from 5 to 8 years for books and from 10 to 16 
years for the library rate. 

The American Library Association is a nonprofit educational or- 
ganization of over 32,000 librarians, library trustees, educators, and 
other citizens who are committed to the development and further 
improvement of library and information services as a contribution 
to the educational, economic, business, scientific, and cultural life of 
the Nation. Founded in 1876, the Association is the oldest and larg- 
est national library association in the world. Its concern spans all 
types of libraries: State, public, school and academic libraries, re- 
search and law libraries, special libraries serving persons in Govern- 
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ment, commerce and industry, the arts, the armed services, hospitals, 
and other institutions. 

LIBRART CONCERN WITH POSTAL RATES 

The American Library Association has been very much concerned 
over the years with postal matters. Libraries use all classes of mail 
but our interest has been concentrated on two subclasses of fourth- 
class mail. One of these is the so-called library rate, which is used 
by libraries for loans of materials between libraries and their pa- 
trons. The second is the special fourth-class rate which covers books 
and other educational and cultural material. 

Our concern with the second category is based on the fact that li- 
braries pay the postage on book shipments received by mail; and the 
mails are used on the average for more than half of the incoming 
volume of books which libraries buy for their collections. 

This is an average figure, but in some cases, especially for public 
and school libraries in the sparsely settled part of the country, up- 
wards of 90 percent of library receipts of books are through the 
mails. Thus, we have a very direct interest in this rate, because the 
more libraries have to spend for postage, the less they have to spend 
for materials. This matter is particularly urgent in this present pe- 
riod of budget stringency. 

It may seem to be only pennies to those in affluent communities, 
but it adds up to added book-buying dollars for poeple in less afflu- 
ent or straitened circumstances. 

THE POSTAL REORGANIZATION ACT 

Because of this long-standing concern with postal matters, we 
took an actiye interest in the Postal Reorganization Act of 1970— 
P.L. 91-375—when it was before Congress in 1969 and 1970. We 
Were frankly'^disappointed that the original administration proposal, 
the House version of this legislation, was nqt enacted. 

You will recall that both these versions left to Congress the set- 
ting of rates for the library category and the special fourth-class 
category, as well as certain other public-interest and nonprofit rates. 
We believe that the Kappel Commission and the House committee 
were right in thinking that these rates were so important to the dis- 
tribution of educational and cultural materials that they should, as. a 
matter of national policy, be set by Congress rather than by an ad- 
ministra,tive commission. 

As you know, the final bill did not work out this way, and the 
compromise bill between the House and the Senate was based on a 
different theory. A line was drawn between so-called nonprofit rates 
and commercial rates and the library rate was placed on the non- 
profit side; whereas, the special fourth-class rate, which is equally 
important to us and to educational institutions, was placed on the 
commercial side. 

The concession made to the so-called nonprofit rates was to extend 
the period of phasing or adjustment to new and higher rates over a 
10-year period rather than a 5-year period, and also to place a ceil- 
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ing on the nonprofit rates of not more than directly attributable 
costs. We are grateful that Congress has recently seen fit to amend 
the basic statute to extend the phasing periods for the library rate 
to 16 years and for the special fourth-class rate to 8 years in PXi. 
93-328. 

COKORE88IOXAL  IXTEVT WITH  RESPECT TO EDTJCATION'AL AXD  CTLTUSAL 
MATERIALS  IN  THE FOffTAL REOBQANIZATION   ACT 

There was ample evidence in the legislative history that Congress 
wished to have the Postal Rate Commission take into account the 
educational and cultural value of books and related materials. Re- 
calling that in 1951 the Post Office Department proposed the virtual 
elimination of the nationwide flat book rate and its replacement 
with parcel post rates, we were also very much concerned that, un- 
less Congress specified otherwise, the new Postal Service and Rat« 
Commission might throw books back into the zoned parcel post rate. 

We tried to figure this out and figured that somebody in the first 
zone might pay something like 55 cents or 65 cents while on the 
West Coast, they will pay $2.55 or $2.65 for the same parcel book. So 
talk about discrimination, there was an example of those in remote 
areas paying higher rates. 

This would have been catastrophic for libraries remote from the 
publishing centers in the East and Middle West who would, there- 
tore, have had to pay several times as much in postage on their book 
purchases as libraries and other consumers close to the publishing 
centers. Fortunately, in 1970, we were able to interest the minority 
^nd majority leaders of the Senate in this cause and the Scott-Miuis- 
field amendment was added on the Senate floor to the Senate version 
of the bill. This was subsequently approved by the conference com- 
mittee, and appears in the Postal Reorganization Act as section 
3683. 

In view of our experience in the first postal rate case, we are con- 
vinced that, without this specific legislative provi.sion requiring uni- 
form national rates for special fourth-class and library rates, Dooks 
might well have been dumped back into zoned parcel by administra- 
tive action. 

EXPERIENCE BEFORE THE POSTAL RATE COMMISSION 

We participated as formal intervenors in the first postal rate case 
and concentrated our attention on the library rate and on the special 
fourth-class rate. We sent out special questionnaires to our members 
as a basis for our direct testimony, and the director of the Washing- 
ton oflBce took the stand as an expert witness on behalf of the asso- 
ciation. 

The general counsel of the American Librai-y Association who 
{)articipated in the case was William D. North, of the firm of Kirk- 
and and Ellis, in Chicago, which is the headquartera city for the as- 

sociation. It was a very considerable burden on the association to 
participate in these formal proceedings, especially since the Commis- 
sion seemed to insist on the bulk of the participation by lawyers. 
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•This required more travel to Washington from Chicago by our at- 
torney than he has been required to do for all of the other combined 
Washington business of the association. 

We are also currently participating in the two cases now active 
before the Postal Rate Commission—the case to reform the classifi- 
cation structure and the second rate case. The Commission has now 
permitted limited intervention in these cases which somewhat re- 
duces the financial burden of participation by associations like ours; 
but limited intervention also carries the danger that by not spending 
substantial sums of money for economic, statistical, accounting, and 
legal services, we will not be able to discover facts which would re- 
sult in lower rates. 

Let me give a concrete example. In the current rate case, the 
Postal Service in September of last year proposed a 26 percent in- 
crease iii the ultimate level of the library rate. We protested this in- 
crease on grounds of its impact on libraries and also pointed out cer- 
tain obvious weaknesses in the Postal Service cost estimates based on 
small samples and subject to admittedly high margins of error. 

However, we could not afford to employ expert statistical and 
accounting services from outside the organization and consequently 
did not discover that the Postal Service cost figures were excessive 
in other ways. 

It therefore came as a complete surprise to us when the Postal 
Service within the last 2 weeks moved to withdraw its proposal to 
increase the library rate, with the explanation that errors had been 
made in estimating attributable costs. 

At this point I would request permission to enter into the record 
the withdrawal of request for changes in rates for library rat* 
fourth class that the Postal Service submitted in the hearings.' 

Mr. HANLEY. Without objection, so ordered. 
[The document follows:] 
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BEFORE THS 
POSTAL RATE COMMllfilON 
WASHINGTON, D.G.   10269 

I«OSTAI< ^TQ M^ F£S WCiUEAUi, Wi\   Oookat Nb. KH'l 
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WtHDRAWAL Or RSQUIST FOR 
CKANOXS IN IU4TX8 TOR UBBARY BATE FOURTH CLASS 

I*er tho »a«iona lat forth In AtUehmant 1 h«retOi ineludiag 

•niand«d page 201>204 of th« propovcd direct testimony of Arthur 

Sdon (Tr. 402-405), the United State* Poital Service hereby 

withdraws its request for change* in rate* for four& elais 

library rate matter* 
Hespectfully submitted^ 

Jj^ Finch 
Attorney for the U. S. Postal Service 

CERTinCATE OF SERVICE 

X hereby certify that I have this date served the foregoing 

document upon all participants of record in this proceeding !a 

accordance with Section 12 of tho Kule* of Practice. 

//Jim Finch 

475 L'Enfant Pla«a West.S.VT. 
Washington, D. C   20260 
July     1 , 1974 

37-415 O - 7S - 11 
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ATTACHMENT I 
t 

The Scrxriice, at tWs time, is wjtlidrawlng its proposal to 

Increase the approved full rates for fourth-class library rate 

mailings from 10 cents to 14 cents for the first pound and from 

S cents to 6 cents for each additional pound.   We are instead 

proposing that tlie currently approved rate schedule for fourth- 

class library rate mailings be retained.   This change is a 

consequence of the latest available Cb-timated attributable costs 

for such mailings.     The proposed retention of the current rate 

schedule for fourth-class library rate mailings is designed to 

comply with the criteria of the Postal Reorganization Act as'explaiaed 

Sn the attached revised testimony. . 

Nrhe effect of this change on the revenue requirement of the 

Service is to shift an identical amount of revenues from postage 

and phasing appropriation revenues to continuing appropriation 

revenues.   The amount of the increase attributable to changesin 

p&ased postage rates may be sought by the Service through a 

impplemental appropriation request.' Consequently, the overall     .f 

Jfifvenue,requirement of the Postal Service is not affected by'this 

change. ,, •       • . .,>•> 

•   In view of this change, the proposed direct testimony <^'' 

Arthur Edi^; pages 201-204 atTy. 402-405 >^llbfe amended 

substituting the attached four pages therefore* 
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ttmi^i filr^ct f0f%iimy «f Artbur Iden, 

Page* t0l'20* 

IIBRAKY-M» rOWTK CUSS 

PrpjK>»al ^,1 ^cl^l 

Vw 8»w4(!9 ^rayaeo* to r«t«lB tli« fctl v«t«» approvod by 

t]«» Oavemer* e£ the ?oatal Itrvioe atul tnplMienced ef(Mtlv« 

July 6, 1972 (Socket R71-1),   The Inoreaaes would contlmi* to 

be phasfid «v«r the remainder o£ the preierlbed phasing parlod* 

ytnanela^ _ guHjuary 

IS Table M 
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Table 47 

Per-Flece Costs and Revenues: Bstiaated FT 1975 

21 Claastfleatlona and Characterlstica 

32     The classification of Iteas eligible for these rates was fixed 

23 in the Postal Reorganization Act, by reference to foiaer leglsle* 

24 tion. In accordance with that earlier legislation, the llbrezy 

25 rate 1< applicable to mailings of the following Itcats; 
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% BeeVi; printed music; tound volumes of academic cheaea; 

sound recordings; periodicals; other library materials; 
S      museum and herbarium materials; 16-mllllmeter or narrower 

width films, fllmstrlps, transparencleE, alldes, nlcro- 
9 •     films, scientific or mathematical kita, instruments, or 

other devices; also, catalogs, guldM or scripts for soae 
4 of these materials. 

5 ^     Mailings of the above materials oust be sent to or froa 

( schools, colleges, universities, public libraries, nuseums and 

7 Iterbsrla; or to or from nonprofit religious, educational, scientiflCt 

S philanthropic, agricultural, labor, veterans, or fraternal organl- 

9 XBtions or associations to be eligible for these rates. Furthett 

XO ^or mailings of books, printed music, academlb theses, periodicals 

IX and other library materials, the items must be sent on a loan or 

X2 exchange basis (or for'cooperative processing) between the eligible 

X3 organizations or associations or they must be sent between such 

X4 Xlbrarics, organizations, or associations, and their oeobers, readtfa 

X5 or borrowers. Mailings of other authorized libraryrate materials 

16 need not ba sent on a loan or exchange basis but nust bs seattO 

13     oj  froB 00* of the eligible organizations or ostoclatloas* 
'i 

tf 
so 
2L 

2S ; 

23 
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•n InerMyof »M«^y ISO percent tn'llttifSryi'tkti «elua».   4ct)ul 
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I Association, the intervenor primarily affeotedt estimated that 

? the full postage rates for both library and speeisl'tate fourth 

3 class would account for about 0.025 percent of the library nailer's 

A total operating budgets. ^   It is Important.to note that rates 

5 for this subclass of nail are designed to natch only attributable 

6 costs. Subsidies are authorized, during and beyond the rate 

7 phasing period, to cover an appropriate contribution toward in* 

8 stltutlonal costs. (A detailed rate history appears in VSBS 

9 Exhibit 9.) 

10 Rate Construction 

11 Retention of the full rates recommended by the Fostal Rate 

12 Commission (Docket R71-1) and approved by the Governors of the 

13 Postal Service for implementation on a phased-rate schedule 

14 beginning July 6, 1972, is designed to comport as nearly as 

15 practicable, to the ratemaklng criteria of the Postal' 

Ifi Reorganization Act. The three primary governing criteria are 

17 contained in sections 3622(b)(3), 3626(1). and 3683 of Title 39. 

}^ llnlted States Code. These criteria require (1) rates to yield 

^' revenues not less than attributable costs (2) rates to yield 

^^ revenues not greater than attributable costs^ and (3) uniforo 

.2^ rates which do not vary with distance* 

22 

23 

84 

25 1/ R71-1, 3-1763      '- 
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SUPPORT OF  H.R.   18511 

The American Library Association endorses several of the provi- 
sions of H.R. 15511. Tliese provisions correct most of the obvious 
'weaknesses of the present statute, as demonstrated by the experience 
of the last 3 years. However, we believe that with respect to twt» 
matters these provisions of the bill do not go far enough. We w«uld 
0,lso like to suggest an additional provision that does not appear in 
the bill at all. 

We endorse without change the provisions of the bill relating to: 
(1) The provision of a 20 percent public service contribution by the 
Federal Government; (2) making Postal Rate Commission decisions 
on rates final; (3) requiring Senate confirmation of Postal Rate 
Cpinmissioners; (4) removing the Commission's budget from the 
Postal Service budget; (5) amending the statutes on the postal mo- 
nopoly of letter mail to provide statutory exclusion for items which 
have been historically excluded from the monopoly, such as maca- 
eines, newspapers, and books; (6) placing the Postal Service under 
the Administrative Procedures Act; and (7) giving the Postal Serv- 
ice power to represent itself before courts without pribr approval 6f 
the Attorney General. 

CHANGES SUGGESTED IN TWO* PROVISIONS 
' •'   r 

Our recommendations for amending provisions n6w in the bill 
are: (1) To lengthen the waiting period before the Postal Service- 
can impose temporary rates from the 180 days provided in the bil^, 
—double the present 90 days—tc 365 days; and (2) to remove the 
p0,\ver given in the present law to the Postal Service to impose clas- 
sification changes on a temporary basis once an initial new classifi- 
cation schedule is established under section 3623. 

On the matter of temporary rates, even a waiting period of 180 
days is not long enough. The Postal Rate Commission required al- 
most 11/^ years to conclude the first rate case. The second rate case is 
already in its 10th month since the Postal Service made its proposals 
in September of 1973, and it will undoubtedly take several months 
more to complete. As a practical matter, lengthening the waiting pe- 
riod to 180 days; especially in an era of rapid inflation of costs and 
the possibility of rate increase proposals every year or so, would ^ 
give the real authority to raise rates to the Postal Service through 
the temporary rate power; and the proceedings before the Rate 
Cemmission will become largely academic; 

On reclassification, this is a long-range matter and an exceedingly 
important one. By classification changes, the present preferences 
given certain classes of mail—such as the library rate^intended by 
the Congress could in effect be wiped out. This kind of power should 
not be conferred on the Postal Service by permitting temporary 
ohanges. Descisions must be left to the Commission alone,- no matter 
haw long a period this may require.. 
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They are havinjj contract discussions this morninfjf on tlie need to 
hold the line and make the mail sclf-sustainiiip. T would like to call 
to j'our attention the Confeionce on Books by Mail Service held dur- 
ing our 92d annual convention last year that concentrated on books 
by mail library service and sliowed liow some of the people who 
could least afford to pay for mailing costs are dependent on the 
mails—elderly citizens, and peo]>lc in remote areas, and those in in- 
stitutions. For example, many libraries have increased service to 
prisoners in penitentiaries, like Attica. You mifrht find this study of 
interest and I ask tliat it be insei-ted in the record. 

Mr. HAXLKY. Witliout ohiectioiLSOPi'dered. 
(See p. 288.) ^  
Sfiss C'noKE. We believe that the ])resent statute needs amending 

to require that the Commission take into account the educational cul- 
tural, and scientific values of certain of tlie materials which move 
through the mail, including second-class publications, special 
fourth-class books and other materials, and library-rate materials. It 
is clear from the first rate case that the Connnission is not disposed 
to give any significant weight to these public interest factors in rec- 
ommending rates but operates .solely on the basis of pure economics 
and costs. The oflicer of the Commission whose assignment is to pro- 
tect the public interest goes even fui-ther in this direction of pure 
economics and cost accounting than tlie Commission itself. In the 
current rate case, for example, the officer of the Commission has 
made a proposal, by changing the interpi'etation of attributable 
costs, which would virtually wipe out the protection given to the li- 
brary rate and other nonprofit rates which the Congress intended by 
limiting the rates to the recovery of the attributable costs, with no 
share in the bui'den of institutional or overhead cost.s. 

We propose, therefore, that H.R. l.'i.'ill be amended to include a 
provision to add to section 3622 of the current statute a new and ad- 
ditional criterion which the Commission must take into account in 
recommending rates; namely, the educational, cultural, scientific, 
and informational value to the recipient of mailed materials. 

In closing, Mr. Chairman and members of the committee, the 
American Library Association appreciates this opportunity to pre- 
sent its views and recommendations for improving H.R. 15511, to 
help you achieve the broad consensus necessary for effective congres- 
sional action, and ultimately to help improve the quality of mail 
service available to the people of this country. We see its eventual 
enactment as a way to assure the broader distribution of reading and 
audiovisual materials available in libraries throughout this country 
for the educational, recreational, and cultural benefit of all people, 
particularly those in remote or isolated areas who are especially de-. 
pendent upon prompt, low-cost mail service. Again, we thank you 
and stand ready to be of assistance in anyway we are able. 

Mr. ILvNLEY. TJiank you. Miss Cooke, for your excellent testimony 
and we appreciate the kind comments with regard to the cominittee 
action of S.411. 

While you and our friends from the book industry, are here I 
would be remiss if I didn't relate to the exemplary efforts on the " 
part of mv friend and colleague, Mr. Ford, who paid special atten- 
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tion to the cultural aspects of libraries, books, and so forth, and did 
a commendable job which made the overall task somewhat easier. 

You related to the necessity of a lawyer appearing before the Rate 
Commission. Had you proposed that you or a representative of the 
association appear instead of an attorney and you were denied that? 

Miss CooKE. As I understand it, it is basic to the whole process 
that you have a lawyer appear for you. My predecessor was called 
on at some later time in the proceedings to testify. Prior to that, it 
is necessary, or at least it was at that time we first were involved in 
the rate case, to have a lawyer. 

Mr. FORD. That is the first good thing I have heard about wh^t 
they do over there. I won't start passing out books if you dpn't start 
passing out legal advice. 

Miss CooKE. We are looking now for a volunteer lawyer, 
[Laughter.] 
Mr. HANLEY. I will see what I can do with my friend on the left, 

He is accommodating and we will see if he can wear two hats. 
Mr. FORD. My union says I can't work anymore. 
Miss CooKE. Mr. Ford in talking to Mr. Hoffman asked for sug- 

.gestions. I don't know if it is practical, but I woidd like to submit 
one. To avoid the necessity of constantly having to police the postal 
reflations, perhaps it would be possible to write in something less 
than the attributable cost—set it at 50 percent of the attributable 
cost, so the increases won't continue to rise so sharply. 

Mr. HANLEY. AS we move along, we will put a great deal of em.- 
phasis on accommodating anything that resembles cultural informa- 
tion. 

Miss CooKE. We made that recommendation to set the library rate 
at 50 percent of attributable cost, to the Postal Rate Commission but 
it feel on deaf ears. 

Mr. HANLEY. Can you give us any further details as to why the 
Postal Service withdrew its proposal to raise library rates 

Miss CooKE. Frankly I am mystified. I think they took a look int^j 
their accounting procedures more sharply and have found that some 
of the errors we have pointed out were indeed true. 

Mr. FRASE. The statement is ambiguous. It really doesn't give 
the reasoning. They say they refigured the attributable cost and thej 
came up with a lower figure. The law required that they not exceed 

•attributable costs, so they withdrew the proposal for increases. We 
haven't heard the end of this because if the Commission's proposal is 
carried out, adopted by the Postal Rate Commission, 85 percent of 
'the total cost of the Postal Service would be brought under this um- 
brella of attributable cost instead of 50 percent as interpreted by the 
Postal Service. So, the library rate ceiling would go up by almost 100 
percent by this redefinition of what attributable cost is. 

Mr. HANLEY. YOU are an accountant, is that right ? 
Mr. FRASE. Yes. 
Mr. HANLEY. May I ask, what if the Postal Service, with regard 

.to classification changes, asks that they immediately be given the au- 
•.thority to change classification temporarily, since a classification 
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cannot be effective until a rate is attached to it. Do you have any 
comments ? 

Miss CooKE. I would hate to see any temporary change in classifi- 
cation be put into effect, just from our experience with the tempo- 
rary rate increases. They tend to become the rate increases they ulti- 
mately adopt. I can imagine their line of reasoning, once the 
temporary rates are in effect, they would be apt to hold to them, 
saying, "We would have to go back and undo the work we have 
done." I believe having to reverse the temporary changes once in ef- 
fect is intimidating to the Board of Governors and the Rate Cora- 
mission, itself. This is why I feel no temporary change should go 
into effect without going through the full review process, for rates 
and classification. 

Mr. HANLEY. I assume you have a basis on your proposal of 90 
days being changed in 180 to 365 ? 

Miss CooKE. Just on the length of the hearing process we have ex- 
perienced and knowing they are already 10 months into the second 
rate case. 

Mr. FoKD. I think you said the effect it has is to transfer the real 
ratemaking function to whomever has the power to set the tempo- 
rary rate. 

Miss CooKE. That is right. 
Mr. FORD. By the time you get through with the rest of the proc- 

ess, it is pretty well frozen into cement. 
Miss CooKE. It completely negates the process of the hearing. 
Mr. FORD. Of course, it looks to me like a postal service would 

think that a 365-day proposal was an invitation to make it 4 years 
instead of a year and a half; They have actually been responsible for 
requesting extensions and they say their staff was short. They are 
suggesting they can't answer the things thrown at them through the 
interrogatories and the like because in deciding their priorities, they 
decided their staffing for that purpose was not a high priority. 

This is a more general question because many amendments will be 
offered to this vehicle before us and they range from the very mild 
amendment to abolition of the organization created here. 

Some of us would like to be here long enough to get redemption, 
especially if you are a backslider like me who fought it for a year 
and a half and walked out there and gave in, held my nose and 
voted with the majority. 

Jilr. Gross is retiring at the end of this term and all he would 
have to do.is smile and I would know he was looking at me and say- 
ing, "I told you so." 

You have been through the experience of supporting your position 
on a regular basis, in support of legislation we were considering last 
year and this year, affecting library and librarians and the book 
rates they are concerned with and again, you have been through a 
long siege of informing your people, and I assume, being informed 
by them about the process by which you, as their representative, are 
trying to represent them in this rate proceeding. Can you tell us 
anything about the kind of attitudes or reactions being expressed by 
the members of your organization in general terms? Are they satis- 
fied or dissatisfied with the direction we are taking? 
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Miss CooKE. I would say they are most appreciative of what Con- 
gress is trying to do and they deplore what has been happening with 
the Postal Service and the cost of postal service, primarily because 
of increasing costs and diminishing budgets, at all levels—Federal, 
State or local. 

Everything is impacting at once and the book budget and periodi- 
cal budget is the only area with some give. For every increased 
penny librarians have put into postage, keeping in mind there are 
thousands of books going out, it adds up to hundreds and even thou- 
sands of dollars in state library agencies and many large library sys- 
tems. So, librarians are very conscious and concerned about what is 
going on. That is why I wanted you to know how much your work 
has been appreciated. 

Mr. FORD. It may seem like I am trying to repay the kindness. I 
have told the Chairman what he has done for the last year and a 
half, particularly because of his patience to come back and stick 
with it, has meant more in real money for the libraries than any- 
thing we have done in the Education and Labor Committee this 
year. 

• The Library Association watches us closely. 
Mr. HANLEY. The Association is indeed blessed. 
Mr. FORD. I kind of smiled at the formalization of the introduc- 

tion because both of them are the people who write the amendments, 
very frankly. 

[Laughter.] 
Mr. FORD. It is easier to say no to an economist than it ig to Ei- 

leen Cooke. Thank you very much for what you have done to help 
us in the committee. 

Mr. HANLEY. Miss Cooke, would it be possible to provide the com- 
mittee with the postal bill for libraries throughout the country? Is 
that available ? How much money do libraries spend ? 

Miss COOKE. We would be delighted to try to put it together. 
Since the prices have gone up again since July 6, we will need to 
send out a further questionnaire. 

Mr. HANLEY. If it doesn't impose a great mechanical problem, it 
could be a good statistic we might work with through the months 
ahead. 

As you mentioned, every penny you spend in postal cost takes 
away from the basic intent of the library! So, for some of our 
friends who don't share our position, it might be helpful to us if we 
could spell out the financial impact that the postal rates have on this 
fundamental cultural activity in our countiry. 

Miss CooKE. I might add something I learned a few months ago 
that would apply, as another example, regarding the talking books 
and materials that go to the blind and handicapped from the Li- 
brary of Congress. I think tlie public tends to think of that as free 
mail service. However, all of the Federal agencies have to pay the 
top price—not the phase-in rate—they pay 10 cents a pound and 
h^ve had to pay the full rate ever since the Postal Reorganization 
Act came to effect. So. while it doesn't appear directly as cost to the 
user, it is a cost to the .taxpayer because the Library of Congress, 
the Government Printing Office and others have had to reimburse 
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the Postal Service. So, it still takes the taxpayers' dollars one way 
or another. It is one more reason why it is so essential that the edu- 
cational and cultural value be pointed out because there are many 
public services absolutely dependent on mail service and good, 
efficient mail service. 

Mr. HANLEY. Well, in association with what you have said, as you 
know, during the course of the last several months, the Congress had 
to enact legislation which adjusted the cost of mailing the Congres- 
sional Eecord. After the enactment and implementation of the 
Postal Reorganization Act, the cost for mailing a copy of the Con- 
gressional Record was $1.25, average cost per copy. The ITSPS was 
reimbursed through the taxpayer's dollar to that extent. That has 
now been adjusted and it goes as second class. 

Miss CooKE. The same situation prevails with regard to depository 
libraries and to citizens or other types of libraries or educational or- 
ganizations purchasing materials from the Government Printing 
Office. GPO prices are undergoing adjustment. They, for example, 
have items increasing from $2.50 or $2.75 to over $10.00. GPO's 
greatly increased postal costs are a major factor causing the steep 
price increases of government publications. It seems to me that the 
Depository library program is a benefit Congress provided to inform 
citizens, to help them to learn results of their government research 
tax dollars. 

Mr. HANLEY. Again, our appreciation for appearing here this 
morning. 

[Whereupon, at 11:58 a.m., the hearing was adjourned, subject to 
call.] 
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ACT OF 1970 

TUESDAY, SEPTEMBER  17,  1974 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON POST OFFICE AND CIVII, SERVICE, 

SUBCOMMITTEE ON POSTAL SERVICE, 
Washin-gto7i, D.C. 

The subcommittee met at 9:30 a.m., in room 210, Cannon House Of- 
fice Building. Hon. James M. Hanley (chairman of the committee) 
presiding. 

Mr. HANLEY. Today, we resume hearings on H.R. 15511 and other 
proposals to amend the Postal Reorganization Act of 1970 which were 
begun in July. 

We had hoped to complete these hearings by this time. However, 
the unusual events of the last month, combined with the congressional 
recess, have recjuired the postponement of several days of hearings. 

Further hearings have been scheduled for September 25, October 2, 
7, and 8. Other hearings will be scheduled if time permits, so we 
will make every attempt to complete these hearings this j'ear. 

Our first witness today is a former member of the Post Office and 
Civil Service Committee, Representative Elwood Hillis. 

Bud, we are delighted to have you with us this morning, and cer- 
tainly your long-time experience on this committee is going to qualify 
you as an excellent witness. 

So we look forward to what you have to say, and I am confident 
that it will contribute immeasurably to the deliberations of this 
committee. 

STATEMENT OF HON. ELWOOD H. HILLIS, A EEPEESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 

Mr. HILLIS. Thank you very much, Mr. Chairman. 
It is my pleasure to have this opportuntiy to appear here this 

morning, and I suppose it is a little bit like coming home. 
I enjoyed very much my service with this committee, although I 

was not on this subcommittee. 
Although I am no longer a member of the Post Office and Civil 

Service Committee, my interest in the work of this committee remains 
strong. 

These hearings have aired many points of view with regard to postal 
service. As all of yoTi know, postal reform has been a subject of dis- 
cussion ever since the beginning of postal service. Changing times and 
ever-changing requirements will necessitate a review and reform of 
standards. 

(186) 
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We have periodically enacted laws to improve our postal service. 
The Postal Reorjranizatioii Act of 1070 was. in my opinion, decidedly 

a move in the rig^ht direction. It removed politics fi'om tl;e postal sys- 
tem and pave to the. Postal Sei-vice the freedom to develop an improved 
system of mail delivery across the Nation. 

HowcAcr. the Postal Roorjranization Act did not abrojjate the Con- 
gress of its responsibility to tlie American people to see that adequate 
service is provided. 

In March 1973, while I was a member of the committee. I introduced 
a bill, H.R, 5051, to establish improved nationwide standards of mail 
service. This bill was cosponsored by 26 Members of the House. 

H.R. 5051 said that in carrying out the provisions of section 101(b) 
of title 39, United States Code, the Postal Sei'vice shall establish and 
assure, to all postal patrons, certain standards which would include: 

(1) Xext-day delivery of mail deposited for delivery within a city; 
(2) Delivery within not more than 3 consecutive days of mail de- 

posited for delivery within the United States; 
(3) Carrier service on a 6-day-a-week basis; 
(4) Post office window service on a 6-day-a-week basis; 
(5) Second-attempt delivery of parcel post; and 
(6) Multiple delivery and collection sei-vice. 
Representatives of the Postal Service will quickly point out that 

some of these vei-y basic standards are being carried out in most in- 
stances. The Postal Service is to be commended foi- this effort. 

However, oui" concern is for those citizens who are cun-ently being 
denied these basic postal services. 

In the July 197.3 i'e]ily from the Postal Service to the pi'oposal of 
congressionallj' defined standards, the argument was presented that 
standards should be set according to various customer needs, and the 
"legal limitations on postal services would cripple our present effort 
to provide services tailored to the actual needs of our customers." 

This argument is both spurious and irrelevant, ^finimum standards 
do not imply in any way limitations on service. ^Minimum standards 
would not prevent, for example, express mail service, or special secu- 
rity services, et cetera. 

The congressional standards which I would like to see passed rec- 
ognize that there are certain essential services needed by all Ameri- 
cans, regardless of the size of community, type of business, or geo- 
graphical location. 

A recent General Accounting Office study of 13 large post offices in 
the first 3 months of 1973 reveals the extent of success tlie Postal Serv- 
ice has had with its own 1-day delivery standard. The success of the 
intracity 1-day standard ranged from 78 percent to 97 percent. The 
percent of achievement for the 2-day standard ranged from 58 per- 
cent to 88 percent. 

The Postal Service's objective is to deliver 95 percent of the mail 
within the confines of the minimum delivery standards which the 
Service has set. In 1973. 89.5 billion pieces of mail were handled. If 
the present .Toals of the Postal Ser\'ice are met, nearly 4.5 billion 
pieces of mail will have substandard delivery annually. 

xVccording to an Au.nrust ODTS Cori-Tin and destination informa- 
tion system) report, the goal of 95 percent was achieved nationally 
on next-day delivery. The success of the second- and third-day deliv- 
ery standards Avas 91 and 87 percent, respectively. 
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These figures do represent an improvement. I believe one should 
consider, however, the method of computation. These figures do not 
include the time mail remains in boxes prior to pickup. 

Consequently in some instances mail may remain in a box from 3 
p.m. Friday until 2 ]).m. Monday—the iengtii of ;5 days—before 
being considered within the spectrum of postal inefficiency. 

The GAO report states that self-sufficiency is a highly desirable goal 
but not at tlie cost of inadecjuate i)ostal service for millions of Ameri- 
cans. By emphasizing economy, I fear that we here in Congress have 
encouiaged the Postal Service to place economy above service in too 
many instances. 

For example, Saturday window service does not exist in approxi- 
mately 40 percent of the pf>st offices in this country. 

T believe that more attention needs to be placed on the quality of 
service offered the American people, liy requiring certain very basic 
standards of service, the Congress can bring about a much needed bal- 
ance between acceptable service and the attempts to reduce costs. 

I have spoken with a number of my colleagues and they all report 
the laige number of complaints received animally regarding postal 
service. With the skyrocketing costs of mail service to the consumer, 
the American people have a right to insist on certain minimum 
standards. 

This right is not to be reserved for those who happen to fit into a 
delivery system plotted in Washington. The right to this basic service 
is one which is equally shared by all Americans. 

I have in my files comi^laints from many constituents. Some 
examples: 

A businessman in Indianapolis sent a package of reports with first- 
class postage postmarked October 16, 1973, to a client in Dayton. The 
client did not receive the package until October 30,1973. 

One lady twice mailed a letter to her daughter in East Lansing. 
Mich., and twice the letter was returned to hei' unclaimed. 

A gentleman mailed a letter from Indianapolis to his home in In- 
dianapolis and did not receive it for 6 days. 

Gentlemen, I am certain that the caseworkers in each of your of- 
fices can supply you with a long and similar list. 

In commenting on the proposed minimum standards to the chairman 
of this committee, the General Counsel for the Postal Service stated: 

Thp service standards set forth in H.R. 5051 are not, in our opinion, a meaning- 
ful or desirable expression of postal policy. In general, tiie proposed standards are 
vaguely and arbitrarily stated and ignore both tlie differences among mailers and 
the differences l)et\veen the various classes of mail. 

Gentlemen, I do not believe the Postal Service should have the power 
to arbitrarily set delivery standards for the American public. This is 
the job of Congress. It is not u]) to the Postal vService to determine that 
the ])eople of Denver warrant fl-day delivery and the people of Atlanta 
should have .T-day delivery. 

So long as the American people must pay equally for service, tlien 
it is up to the Congress to set basic standards of service to be delivered 
equally. 

Too often management emphasis has been placed on cost reduction 
lather than on customei- serxice. I do not believe that the acceptance 
of mandatory service standards will necessarily increase the cost of 
mail service and the National Association of Letter Carriers agrees. 



188 

However, it will force postal managers to use their time managing 
the service aspect as well as the cost aspect. 

In calling for minimum standards, I would not want it to be con- 
strued as criticism of the I^.S. Postal Service. I think the Postal Service 
should be complimented on its many accomplishments. 

The standards set forth in H.R. 5051 may be used as working sug- 
gestions for this committee. The staff and membei-s of this committee 
may conclude that certain standards written in this bill are not al- 
together necessary. 

On the other hand, in consultation with representatives of the Postal 
Service, additional standards may seem altogether appropriate. 

The important thing is that we, as representatives of the people, ex- 
ercise our responsibility to provide adequate postal service to all Amer- 
icans. 

I appreciate the time which you have given me here today. In closing, 
I wish to ask you to give this proposal your consideration as an amend- 
ment to the legislation which will be reported from the full committee. 

This action has the full support of the National Association of Let- 
ter Carriers. I am certain that it will have the support of your con- 
stituents, who have a right to insist on good, adequate minimum 
service. 

Thank you very much, Mr. Chairman. 
Mr. HANLEY. JBud, I want to commend you on your very compre- 

hensive testimony. 
Certainly, you make a number of excellent points, and the intent 

H.R. 5051 is, indeed, a noble one. and certainly it provides funda- 
mentally an excellent bible for the USPS. 

So be assured that, through the deliberations and final determina- 
tions of this subcommittee, a great deal of attention will be given to 
the provisions contained within it. 

As you know, a number of bills have been introduced by various 
members which would have the effect of repealing the Postal Reor- 
ganization Act of 1970. 

From the tenure of your testimony, I have assumed that you would 
not endoi'se such a repeal of the Reorganization Act ? 

Mr. HIIJLIS. That is correct. Mr. Chairman. 
I think that the act can be improved, but I think it would be a mis- 

take to repeal it. 
We have made some important basic decisions, such as taking policy 

out of the system, promoting on merit. All of these things are im- 
portant. I think it is better that we have, for example, a collective bar- 
gaining in the process of determining pay scales of employees, rather 
than having them set by, first, this committee, then the Congi'ess. 

The ratesetting system is, I think, pi-eferable now. 
All of these things are improvements. But T think we tended to get 

the cart before the horse, in the sense that we cut service on the basis 
of economy; and I really think that is a mistake. 

And I think that it would be a terrible mistake if Congress gives 
up its overview of the postal system. 

There tended to be an issue of too much independence, or at least 
a spirit of independence, on the part of the Postal Service. I think 
Congress has very much got to keep looking into this and see that the 
service aspect is there. 



189 

Mr. HANLEY. Well, on the basis of what you have said, I see that 
you and this subcomniittet» are pretty much on the same frequency, 
and that is that, as opposed to an out and out rei>eal of the act. we 
would move with a number of substantive amendments that hopefully 
would correct the shortcomings which presently prevail. 

Mr. Wliite? 
Mr. WHITE. Thank you, Mr. Chairman. 
Mr. Hillis, you were not here when the Postal Corporation Act 

was passed. 
Mr. HILLIS. That is correct. 
Mr. WHITE. Has there been any research by your staff as to whether 

or not the sentences you prescribed in your bill were in fact a reality 
prior to, say, 1958 ? 

Mr. HILLIS. NO ; unfortunately I cannot give you any information 
on that. 

I think that many of these things at different times used to be the 
standard, and if they were not written in the spirit of the law exactly, 
they were ol>served or were generally carried out. 

I get the general feeling that service today has been cut back in many, 
many communities. That is, strictly on a matter of economics. 

The Service feels that they have been mandateti to come up with this 
break-even position, and the fact of the law, as I remember it, calls for 
phasing out of the subsidy, and they are to be on a break-even basis. 

And to do this, you cannot, particularly in small communities, give as 
much service as we used to give. 

This seems to be the general feeling. 
Mr. WHITE. Do you believe they could ever reach a break-even basis 

without, as the P^uropean countries do, having control of the telegraph 
and telephone systems, which I do not advocate ? 

Mr. HILLIS. NO. 
Frankly, the only way they can reach a break-even basis and give 

service, I think, is at a much higher postal charge. 
Maybe we would be talking about a 20-cent first-class rate, or 25-cent, 

and I think when you do that, you are going to deny the use of the 
system to many persons, and this, I think, is contrary to our tradition. 

I think that we are always going to have to look at some sort of a 
reasonable communications subsidy in this country, and if we do this, 
then we should insist on first-class service. 

And I commend this committee for holding these hearings and look- 
ing into these problems to see where this balance lies. 

Mr. WHITE. The chairman brought up the matter of a number of 
Members having introduced bills to retrieve the Postal Service under 
the umbrella of Congress, and I would suggest that the services that 
you suggest in your bill may be an interesting criteria as to whether or 
not a retrieval is indicated. 

Mr. HILLIS. Well, I can only emphasize again, in closing, that I do 
not see that these particular provisions are sacrosanct in any way. But 
perhaps it can point a direction of study for the committee to see which 
way we should be going. 

This is not retrieving anything from the Postal Department. It is 
merely saying, these are the things Congress  

Mr. WiiiTE. I think the guidelines are good. What the Postal Serv- 
ice should be striving for is primarily to give service to the American 
people. 

37-485 O - 75 - 13 
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Mr. HiLLis. Yes. 
Mr. WHITE. Thank you very much. 
Mr. HANLEY. Thank you, Mr. White. 
Just one question, Mr. Hillis. 
Is it fair to conclude, on the basis of what you have said, that you 

support the subsidy position contained in H.R. 15511? 
Mr. HILLIS. I have not had a chance to acquaint myself in full with 

the provisions of the act. I think that some sort of a reasonable sub- 
sidy is going to be necessary if we are going to have adequate serv- 
ice, service at a cost that everyone can afford, without denying the 
service to many people. 

Mr. HANLEY. Contained in the bill is a provision whereas up to 20 
percent of the operating cost of the agency could be subsidized, the 
purpose, of course, is to accomplish, really, the intent contained in 
your bill. 

Mr. HILLIS. Well, historically, we have always subsidized the Serv- 
ice, and I think that perhaps to get adequate service we are going to 
have to continue in that direction. 

Mr. HANLEY. Again, our deep appreciation for your appearance 
here this morning. 

Many thanks. 
Mr. HILLIS. Thank you, Mr. Chairman. It is nice to be with you. 
Mr. HANLEY. Our next witness this morning is Congressman Frank 

Evans. 
Frank, it is nice to have you aboard this morning. I am quite aware 

of your deep concern about the statiis of the USPS. I am aware of the 
geographical problems within your district, so I am confident that 
your testimony will prove quite interesting. 

STATEMENT OE HON. ERANK E. EVANS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF COLORADO 

Mr. EVANS. Mr. Chairman, I appreciate being able to come before 
your committee. 

Mr. White, it is nice to see you here this morning. 
I would first like to express my appreciation to you. Mr. Chairman, 

for responding as you did to me many weeks ago when I related to 
you the difficulties we were having with mail service in Colorado, the 
Third District of Colorado. 

As a result of your consideration and your counsel, we had hear- 
incs in Pueblo August the 2d in the presence of Mr. Smith, the dis- 
trict manager; Jack Powell, the senior government relations repre- 
sentative: and vour counsel. Mr. Martin. 

We had people appear before our hearing to tell of their postal ex- 
periences. Their experiences were not flattering to the Postal Service 
at all. and they spread over a wide spectrum of complaints. 

I would like, with your permission, to have mv statement entered 
into the record as though read, and then just give you some comments 
on it. 

Mr. HANLEY. Without objection, the entire text will be contained in 
the minutes of the hearing. 

Mr. EVANS. The first portion of onr hearinar. Mr. Chairman, was 
devoted to citizen and business complaint, and we had good turnout. 
The first witness, Mr. Roland Faricy of Pueblo, who complained about 
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the almost impossibility he had of keeping up a current inventory of 
automobile truck i>arts. The resupply of inventory depends upon data 
processing and their relationsliips by mail to firms many miles away. 
The long delay in the mail made it almost impossible for him to 
report to their centralized data processing center in time to inform 
them wjiat he had sold and what his inventories were, so that the 
centralized inventory control system could then get items back in 
the mail to him in time for him to maintain a good inventory supply 
for his customers. 

The delay of the mail almost destroyed this system of data process- 
ing inventory control. 

We had, I think, one of the most touching complaints from a woman 
whose daughter was going to be married. Eleven days before a recep- 
tion she was going to have for her daughter, she sent out invitations 
to 24: good, dear, i)ersonal friends, all of wlioni lived in Pueblo. 

On the day of the reception, with the house and refreshments all 
prepared for the party, instead of 11 guests, oidy 4 showed up. 

It turned out that 2 or 3 days after the reception most of the 
invitees, close i)ersonal friends, linally got their invitations. This may 
not be earthshaking in terms of a business i)roblem, but in terms of 
a personal relationship you can imagine the consequences. This lady 
was wondering what had happened to 20 of her very dear friends on 
the occasion of a reception honoring the coming marriage of her 
daughter. 

We had testimony from a bank officer, saying that because of the 
delay of mail they were constantly having problems with people 
who banked by mail with them. Deposits would \>e mailed and, 
assuming the deposits had been received by the bank and then checks 
woi'e written against those deposits, only to find the checks returned, 
marked insufficient funds. This was embarrassing both to the patron 
of the bank and to the bank, because of the resulting stressed rela- 
tionship. It was also embarrassing when it came to making payments on 
personal notes and house payments. Payments delayed in the mail 
I'esulted in default notices, and so forth. 

We had testimony from other outlying cities, complaining that 
the new mail system that had been invoked in Colorado was causing 
delays of several days compared to former service. 

We had a city official from the city of Montrose take a sampling 
of mail that was handled before the new system went in, and then 
an identical sampling of what happened after the new system went 
in. It revealed a deterioration of service. 

I know, in one instance there was a gentleman who had built a dental 
laboratory business on the basis of a 1- to 3-day service anywhere in 
the State. I don't know the status of that business now, but it is becom- 
ing most difficidt for him to continue because of the increased delay 
in the mails. 

So, we had these kinds of objections during the morning hearing. 
In the afternoon, we had 25 or 30 postal employees come in and tell 

of their grievances. It was hard for me to understand how these 
grievances could take place with good management and employee 
relationships. 

Some of the employees, I remember, complained bitterly about going 
out to the airport to pick up incoming air mail, but being prohibited 



192 

under the new re^ilations from takinfj out air mail and putting it on 
the same plane that they were receiving air mail from. 

Carriers who had been working routes for years, routes which had 
been 8-hour routes for years, suddenly found their routes changed, 
often expanded, expanded to the point whei-e instead of an 8-hour 
route, they were spending 81/2, 83/4. and sometimes 0 hours on a route. 

Then, we had a great problem in our employee relationships arising 
out of a decision in the district to handle mail out of Colorado Springs 
instead of sorting in Pueblo. They bulk shipped the mail up to Colo- 
rado Springs and handled it on the machines. They were going to have 
seven or eight employees from Pueblo taken out of Pueblo and put into 
Colorado Springs on these machines so they could accelerate the use of 
these machines. 

Well, in so doing, they were cutting themselves short of personnel in 
Pueblo, and foimd that the delays in the office itself at the windows, in 
handling customer problems and deliveries, were accentuated, maybe 
backed up from that, and they returned some of the employees to 
Pueblo. 

What struck me as these employees were talking, as an outsider 
because I am not skilled in postal pi-oblems either from the labor or 
management side, was the extent to which there had not been good 
communication between the management and the employees. I also 
think there was a lack of good communication between management 
and the public. 

All these facts that have come to my attention in my district. I know 
are not peculiar to Colorado. When we Members have lunch with col- 
leagues from New York, California, or Florida, or other States, postal 
problems are always a common source of conversation. I believe there 
is a problem all over the United States. 

I think the public has not been advised of the plans the Postal 
Service has. Decisions have been made without cranking in the public 
and finding out what their reaction and suggestions are. And I think 
all too often, changes have been undertaken without sufficient consul- 
tation with the employees. 

For these reasons, I think some change is necessary in our postal 
laws. I agree with the former witness that Congress should not take 
back absolute rule over the Postal Service, but I think certainly there 
should be more oversight. I think there should be more public reaction 
cranked into decisions before they are made, and certainly better man- 
agement and employee relationships in the future. 

I also concur in the statement made by yourself and the other wit- 
nesses that we are never going to have good service for everyone in this 
country without some subsidy of some kind. 

Mr. Chairman, that is the bulk of my statement. If you have any 
questions, I would be happy to answer them. 

Mr. HANLKY. Thank you very much, Frank. Again, your testimony 
is most interesting, and particularly in the light of your recent hear- 
ings in Pueblo where you had the opportunity to excliange colloquy 
with a good number of people in that general area. 

Since the implementation of the Reorganization Act of 1970, have 
you noted any improvement at all? Would you say that the status 
quo or  

Mr. EVANS. Since 1970? 
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Mr. HANLEY. Since the implementation of the Reform Act. Have you 
noticed any improvement at all ? 

Mr. EVANS. Well, when improvement occurs, people are happy. Mem- 
bers of the Congress rarely hear about it. It is only when people are un- 
happy that we hear the noise. 

Mr. HANLEY. That being the case, then, is it fair to say that your 
complaints subsequent to the act exceed those previous to the act? 

Mr. EVANS. Well, that would be. a difficult one to answer, Mr. Chair- 
man. Before the act, we had so many things that were brought to the 
attention of Congressmen because of the extent to which politics and 
congressional offices were inserted into the postal system, most of which 
were taken away by the passage of the act. So it would be very difficult 
to compare. 

I think in the area of service, there is no question but what we have 
had an increase in complaints since the passage of the Act. A com- 
plaint we had before the passaf^e of the act, which is a complaint we 
have now, too, but it may be in tlie nature of my Congressional District 
that brought these to my attention, was the constant complaint of 
small areas rural areas of a deteroriation of their service. This oc- 
curred before the passage of the act. 

And I still have this complaint. It recently came from an area 
around Trinidad, where one of the small communities was being noti- 
fied their post office was going to be changed in location, another 7 or 
8 miles away. Well, it meant to many of these people to get to and from 
this post office, they were going to have to drive a round trip of around 
30 or 40 miles. This is typical of the type of rural complaints we get. 

But I think it would be accurate to say, in terms of general service 
within the cities, the areas where you had fast, 1-day delivery, or 2-day 
delivery, there was a marked increase in the number of complaints that 
arose off this kind of service, a deterioration in this kind of service. 
I think there is no question but what kind of complaint has increased 
since the passage of the act. 

Mr. HANLEY. Subsequent to the subcommittee investigation in your 
State, several improvements were implemented by the Service. And 
the Service subsequently indicated that overnight interstate delivery 
was at a level of 96 percent. Would you concur with this ? Have you 
noticed that sort of improvement ? 

Mr. EVANS. I have not tested that. The city of Pueblo is in the 
process of making another mail testing. I hope to get the results of 
that at the earliest possible moment. 

I can say that in the last several weeks, complaints that have come 
to my attention have diminished, both from the public and the em- 
ployees. And yet, at the same time, as I walk in the cities of my dis- 
trict, it is not unusual, still, to have people come up and bring a par- 
ticular complaint to my attention. And I know that many of the em- 
ployees still feel that many of their grievances have not been responded 
to. 

But by and large, I would say in the last 2 or 3 weeks, yes, the serv- 
ice has improved. 

Mr. HANLEY. That is heartening to hear. 
Because of the Colorado State simplified distribution system, what 

sections of H.R. 16386 do you think would prevent some of the prob- 
lems that we have related to ? 
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Mr. EvAxs. Mr. Chairman, as I said in my openin": remarks, having 
somebody, some people, some way. have greater overeight on their de- 
cisions, I think would be an improvement. 

Section 2 of that bill requires the Postal Service to keep the Com- 
mission currently advised. I think that is a marked improvement. 

Section 4 provides that no appropriation shall be made to the fund 
except pursuant to annual authorization. This would bring the Con- 
gress back in, I think, moi-e forcibly and give it a chance to take all 
those complaints and observations Congress gets, into a section where 
you can pose problems to the Postal Section. 

Section 5, which is the Commission power to initiate reviews and 
hearings which they should have. 

Section 7, instead of the Commission just having advisory opinions, 
this bill would allow the Commission to make decisions. 

Section 10, of the bill, would require regional hearings, not just 
now and then, but on a regular basis. T think this would go a long way 
in requiring the Postal Service, on a regional basis, to sit annually and 
to say people in a district or a region, if you have got complaints, now 
is the time to come and tell us. If you have suggestions, now is the 
time to come and tell us. I think we need this desperately. 

As was said previously, I don't believe you can properly make deci- 
sions in Washington that are going to fit the whole country. I do not 
think you liave to have one master plan that every district is going to 
have to force itself into. 

My State is a good example of this. The eastern half of it is flat 
plains and prairies. The western half contains some of the most itigged 
mountains in the entire United States. This geographic difference has a 
marked effect on postal service. And those things have to be taken 
into consideration on a region and district basis. 

So regular regional hearings. I think, would go a long way in bring- 
ing people into decisions before thev are made. I have often wondered, 
as a Member of Congress, whether or not the Postal Service evei- came 
up with an overall plan and said to this connuittee. or to the Congress, 
"This is our 5 year-plan; this is what we hope to do. We are going to 
have to have this many new buildings and this much new equipment 
and data processing machinery. And we feel, under this plan, in .5 yeare, 
we will Iw able to handle so much more mail and have much better 
service than we have today." 

Tf they have, they have simply kept it a dark secret. T do not think 
the Congress or the people know what theij- jdan is. And if the Ameri- 
can people are going to go along with the problems the Postal Service 
has, they will go along only if they understand the problem. If they do 
not, they are going to be angry. 

Mr. H.\Nr,KY. Well, there is a plan. TTnfortunatelv, it has had a great 
deal of trouble getting off the ground. In part, the plan was dealt a 
severe blow just a few days ago witli the decision to shelve about a 
quarter of a billion dollars in new construction in about five different 
areas where these new facilities are needed so badly. And a part of the 
overall plan requires total rehabilitation of facilities and systems. 

Rut this sort of thine: happening certainly throws quite a roadblock 
and detours the possibility of seeing the plan through to flourishing. 

Mr. EvAxs. Mr. Chairman, one more thing which I think I would 
like to bring to your attention. I have been so concerned about the 
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reports of Mi-. Klassen spending liiinders of thoiisands of dollars on 
swank headquarters, plush carpets, and all this. 1 do not know how 
often in my district 1 nave had jjeople come up and not only complain 
about the Postal Service, but point to an article by Jack Anderson, or 
someone else, reciting all the lush fixtures in headquarters, and furnish- 
ings that the Postmaster General is spending on himself and the Board 
at a time when service is deteriorating. 

As you know, in America today, American jjeople expect something 
better of their leacku-s than spending money on themselves, lavishly, 
while tlie Postal Service sutlers. It would make a big improvement in 
America's confidence if a department head knew what he was doing, 
should be caring, and was able to put everything he had into bringing 
a better system to this country. I must say, our current head has not 
done that, in my opinion. 

Mr. HANLEY. Frank, how do you find the morale of the employees ? 
Mr. EVANS. Well, as of August 2, it was very bad. It was incredible 

to me to hear employees, 20 to 25 to 30 in one room all at the same 
time, in the presence of the district manager, talking alx)ut complaints 
and their impression of what the local postmaster did or did not have 
in terms of authority regarding working rules. It was just appalling 
to me to see this lack of real communication. 

Sorting clerks saying that they had had four or five different 
schedules changes a year. We had to memorize and then forget as the 
routes were changed. Well, I can understand how somebody would 
be angry at being I'equired to memorize and forget, and memorize 
again, four or five different schedules in 1 year. I can see how carriers 
would be angered by having their normal 8-hour route loaded with 
additional appointments they ha^'e to keep in delivering mail to a 
point where it is not an 8-hour route, but 8 hours and 20 minutes, 
814 hours, or 8 hours and 4.5 minutes, and have these routes switched 
and changed. 

I know some of them were angered by the fact that inspectors would 
walk in the front door and out the back door. They wouldn't be there 
iTiore than 3 or 4 or 5 minutes, if that. How inspectors can ever gain 
facts from such a short visit, and report, to the district manager, no one 
knows, if that was a fact. And many employees believe that to be a 
fact. 

The same is true on routes. A lot of carriers felt harassed by being 
advised to speed up their work. Don't walk on the sidewalks. Walk 
across the lawns. Move faster, and you can distribute more mail. 

In short, Mr. Chairman, I found the morale to be lacking, seriously. 
Mr. HANLEY. That is very-disheartening. 
Mr.Traxler? 
Mr. TRAXLER. I wonder if the gentleman can respond to this ques- 

tion. There is something that I perceive, but I do not know if it is just 
because of my rose colored glasses. Do you feel that the managerial 
people within the service have a comprehension for the national con- 
tracts and local contracts? That is, do they really understand what 
is in those contracts as relates to the conditions of employment for the 
employees? 

Mr. EVANS. Well, yon are asking for my expression of feeling in 
regard to what is in their minds. And I cannot do that. 
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Mr. TRAXLER. Have you ever discussed this point with any of your 
postal workers ? Have they ever talked to you about that point ? 

Mr. EVANS. NO. The only thing I have gotten from my meetings 
with the employees and manager is that there sure could be better 
communications and understanding. It got to the point wliere morale 
was so bad—I cannot prove it—^I think there was intentional sabotage 
going on on the part of the employees. I will give you an example. 

We had the hearings I told you about in the morning where public 
witnesses came in. One of the witnesses was a banker. He testified in 
regard to the embarrassment of the bank not having checks cleared, 
and what have you. He left. He came back about 4.5 minutes or an 
hour later with a handful of mail, certified and registered mail, 
mind you, that he just found in the box of the bank at the post office. 
That does not happen by mistake. You do not get certified or regis- 
tered mail accidentally put in somebody's box. To me, that was an 
intentional mishandling of the mails arising out of, I think, very 
poor relations between management and labor. 

Whether or not the management liad a full comprehension of what 
is required in terms of employee relations, I do not know. They 
could be following it to the letter for all I know, yet I believe there 
was poor commimications. 

Mr. TRAXLER. Thank you. 
Mr. HANLET. Thank you, Mr. Traxler. 
And again, thank you very much, Frank. 
Mr. EVANS. Again, Mr. Chairman, I want to thank you for your 

consideration in supplying your counsel to me, and helping me have 
this hearing on August 2.1 learned a lot from it, and it gave my com- 
munity and several others in the Third District of Colorado a chance 
to come to one place at the same time and exchange views and give 
testimony with regard to the problems they were having with the 
Postal Service. And I am very grateful for it. 

Mr. HANLET. We are delighted it proved a meaningful purpose. 
And certainly the staff has an excellent report on that hearing. 

Again, thank so much. 
[The complete statement of Congressman Evans follows:] 

PREPARED STATEMENT OP HON. FRANK E. EVANS OF COLORADO 

Mr. Chairman and members of the Subcommittee, I appreciate the oppor- 
tunity to appear here today to urge your favorable consideration of the amend- 
ments to the Postal Reorganization Act of 1970. as set forth in H.R. 16386. 

This bill is titled the "Postal Service Reform Act of 1975." I have joined 
with Mr. Buchanan and other members in co-sponsoring this measure for 
reasons which I shall outline below. 

The factors that motivated Congress into restructuring the Postal System 
in this country in 1970 are familiar to us all. Not least among these reasons was 
a desire to achieve efficient mail service devoid of the political influence which 
had so hamstrung the old system. In our quest for this goal we created an 
independent Post Office Corporation with the hope and the theory that by 
doing so we could get a consolidated management free to take the necessary 
actions required for the goal of efficient but adequate service. 

My fear is that the result of this hope and theory is quite short of the desired 
goal. 

On August 2, 1974, in Pueblo, Colorado, I chaired a special hearing on the 
postal service in my district. Present at that hearing as panel members were: 
Mr. Arthur G. Smith, District Manager, Colorado Springs District ITSPS : Mr. 
.Tack Powell. Senior Government Relations Representative. T'SPS and Mr. 
Richard Barton, Staff Director of this Subcommittee. Anyone with a complaint 
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on mail service was invited to testify at the meeting. I want to relate to you 
In summary form the comments of those who appeared. 

The first witness to testify, Mr. Roland Farley of Pueblo, works for Abell 
Trucking and Equipment Company. He reported a marked deterioration In the 
flow of material from their truck parts supply center in Chicago to the local 
operation. This has been caused by the Inability of postal service to maintain 
any sort of reasonable, consistent and timely delivery schedule. All of this was 
caused by the institution of Area Mall Processing in Colorado Springs for Pueblo 
mail. In Mr. Farley's case, a total of one week was added to his turnaround time 
on ordering parts. 

The next instance I had related to me was by a lady who gave a shower for 
her daughter who was getting married. The lady sent Invitations to 24 close 
friends 11 days before the shower. The day of the shower came. She got dressed 
up, prepared ref resliments, the yoimger lady arrived and they both waited expect- 
antly for the guests to arrive. Only four showed. Tlie others didn't get their in- 
vitations until one or two days after the event. All of the mail was in-city. This 
I believe illustrates the type of problem that many people have faced in my area 
in Colorado. 

At one point in the hearings, Mr. Robert I. Burch with the Minnequa Bank of 
Pueblo produced 15 letters which he had just brought from his bank and which 
had been mlsdelivered there that day. 

Bankers in general reported that because of poor mail service "bank-by-mall" 
was being severely disrupted. Many people send in deposits which do not arrive 
on time and consequently checks written, often result in their over-drawing their 
accounts. This causes monetary loss, frustration and bad credit ratings. 

Another gentleman, in the securities business, reported that he is now running 
into trouble with the Federal Reserve Board over Regulation T which relates 
to the extension of credit in securities transactions. The regulation requires that 
certain payments be made or certain procedures be followed within definite time 
frames. If the mail service Is slow or Inaccurate, his and other's stock trans- 
actions win and have run afoul of Regulation T. This involves, in turn, a loss of 
time and money to those Involved. 

The City of La Junta in my district was represented by Mr. Doyle Davidson at 
the hearings. Among other things he testified that first class mail is arriving 2-3 
hours later in the day than it used to. This prohibits business from picking it up 
at 7 :30-8:00 a.m. as previously done and tending to it before the beginning of the 
business day. The Otero Counry Treasurer, in La Junta, reported through Mr. 
Davidson receiving three checks from Chicago totalling $100,000 which took 7 
days to arrive. The daily interest on that amount ran to more than .?17.00. The 
County Treasurer further reported that it was becommlng common to receive 
tax payments by mail from Fowler, Colorado, a distance of 29 miles, with post- 
marks that are seven or eight days old. Parcel Post packages mailed to Sacra- 
mento, California, from La Junta, used to take 3 days. Now 10 days must be 
allowed to insure timely delivery. In another case a city employee of La Junta 
received a letter from his relatives in Chicago who were coming to visit him. The 
relatives and the letter arrived the same day. The letter had a 15-day old post- 
mark from Chicago. Further testimony by Mr. Davidson reinforced the x>attem 
set out above. 

Another example of poor mail service, which was repeated many times, was 
of mail being sent to people and the letters being returned marked addressee 
unknown—where the letters bad the correct address right down to the zip code, 
and the addressee had long been a resident of the community. 

The last people to testify were employees of the Postal Service. Their com- 
plaints ran from assignment of longer routes, elimination of routes in existence 
(sometimes for fifty years), inaccurate route Investigation and forged reports 
by supervisory personnel to directives Issued by management to delivery men to 
cut their delivery time by crossing lawns, etc. in violation of regulations and 
customer wishes to the contrary. 

Two of the larger cities in my district conducted their own surveys in order to 
formulate a composite picture of mail service in their respective areas. 

In Pueblo, the Regional Planning Commission interviewed people with the 
local hospitals, businesses, banks, savings companies and title companies. The 
summary of the study was : 

"All agencies interviewed noticed a definite slowing of the mail service, and 
many businesses are finding it necessary to change their method of operation 
to accommodate slow mail delivery. Most of the problems created are sheer 
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inconvenience, ratlier tlian creating any monetary loss for i)eople. However, in 
the case of tlie insurance company facing suits due to discrepancies in dating or 
tiie bank foreclosing on a customer's loan due to slow delivery of a notice, it is 
possible to see where the current system could cause serious problems for people 
unless these details are worked out." 

In Montrose, the City Department of Economic and Community Development 
conducted a survey before and after the implementation of the Colorado State 
Simiilified Distribution System of which Area Mail Processing is a part. They 
sampled 1,780 pieces before CSSDS and 1,970 pieces after CSSDS. The results of 
their study showed a decline of 5% in one-day service. At two days, the change 
Increased 2%. This means that over 21,000 pieces of local mail are delayed one 
extra day per month. This figure is based on over 1,500,000 pieces of mail per 
month delivered through the Montrse facility. 

Mail received from the rest of the state experiences an even larger delay; 
a 7% increase was shown in the study. This could amount to as much as 30,000 
pieces per month. 

Mr. Chairman, these examples are merely illustrative of the problems my con- 
stituents have faced. They have resulted primarily, but not exclusively, from the 
imi)lenientation of the Colorado State Simplified Distribution System. The core 
of that program is Area Mail Processing with the localized sorting, cancelling 
and redistribution of mail from a wide area of the state. In my district almost 
all mail is processed through Colorado Springs. Of course, the intent of this 
program was to provide more efficient mail service. The above examples of com- 
plaints along with the many I have not reported, well illustrate the failure of 
that goal. 

The amendments provided for in H.K. 16386, "the Postal Service Reform Act of 
1975," would prevent these types of programs from being implemented by the 
Postal Service until they had been thoroughly studied and the people to be af- 
fected liad had a chance to provide their views on the proposed changes. Also, I 
iielieve the instances of closing and downgrading of post offices in my district 
which have been so disruptive would also have proceeded differently and more 
favorably to the public had these amendments been in effect. 

In conclusion, I believe that favorable consideration of H.R. 16386 would go 
far in meeting the original intent of the 1970 Reorganization Act. 

Ml'. HAXLKY. Our next witness this morning is Congressman John 
Ruc-liiinan. 

John, it is nice to liave yon with us this morning. And I am quite 
aware of your long time interest in tlie U.S. Postal Service. And I 
am somewhat intimate with a particular prohlem you have had in 
the Birmingham area. So it is good to have you with us. And T am 
confident youi' testimony this morning will prove quite interesting. 

STATEMENT OF HON. JOHN H. BUCHANAN, JR., A REPEESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 

Mr. BTJCHANAN. Thank you, Mr. Chairman. 
Permit me first to apologize to you. Mr. Chairman, and to the 

subcommittee for both the length of my statement, which I sought to 
summarize and will further seek to summarize as I go along. Given 
the extent of my years with the Postal Service, and my ideas concern- 
ing ciianges that ought to be made, I have had a little trouble boiling 
down my testimony. 

Also, if my language seems hareh. the experience of the people I 
represent in the Postal Service has been even more harsh. So I hope the 
subcommittee will imderstand this. 

Mr. HAXLEY. John, for the record, if you do choose to siunmarize, 
without objection, the entire text of your testimony will be contained 
in tlie minutes of the hearing. 

Mr. BucH.\XAX. Thank you. Mr. Chairman. 
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May I say that our distinfTuished colleajijiie. the pri'vioiis witness 
before the subcommittee, the geutlemau from Coloi-ado. lias very 
effectively, I think, summarized the provisions of ll.lv. KiJJSC), whicli 
is an identical bill to H.K. 16163, which I mention in my testimony 
on which he has cosponsored with me. This came as a fruit of my 
own experience with the Postal Service and the study of opei'ations 
tliat resulted from it. 

I woidd like to conmiend you, Mr. Chairman, for your action in 
introdiicinj^ H.K. 15511. I support the thrust of this lepfislation as 
being a step in the right direction towaid greatly needed change in the 
Postal Reorganization .Vet of 197(t, and the I'ostal Service. My own 
experiences and that of the constituents I represent have made nu> 
feel that we greatly need change if the American people ai'e to obtain 
the service which they need and deserve. 

I have lieen confronted with the kind of service in my own Congres- 
sional District. We have had unanimous testimony to this effect. For 
example, I have a contractor- who sent in a bid on a contract in New 
Orleans from my city of Hiriiiingham. He had the low bid. He biiled 
to get the contract because the Postal Service did not deliver iiis letter 
in time. 

I had a couple contact my office wliose daughter had been nuirried. 
They sent out invitations, they thouglit, in a timely fiishion. The 
invitations arrived after the wedding and caused great commotion 
within that family. 

These are two small examples. We have had the problems witli the 
bank. We have had the universal complaint. Never in my experience 
from the time I was a member of this committee, or 10 years in the 
Congress, have I had the number of complaints about Postal Service 
that I have had since the Postal Reorganization Act of 1970. It is the 
universal opinion in my constituency that postal service is worse than 
ever, has radically declined. There has Ijeen no expression of any 
idea of improvement from my own constituency. And I have had 
many complaints such as the ones I have cited where people have 
been seriously disserved by failure of the Po.stal Service to function. 

I cannot believe people who comprise the Postal Service have sud- 
denly become much worse than they were before, in terms of clerks 
and letter carriers, and others who are part of the structure. I came 
to have a very high opinion of the caliber of the people who were a 
part of the Post Office Department, and may still comprise the Postal 
Service. We have some real excellence in personnel. 

We have had a morale problem in my area which I think has 
been primarily due to management. Until recently, we have 
not had a permanent postmaster in my city for some time. We have 
a new postmaster, Mr. Charles Moore, under whose administration 
things are substantially changing for the better. He has l)een on the 
workroom floor. Many said they have not seen a postmaster for years. 
He is inspiring his people to put a high premium on service to the 
Birmingham area. He wants to make us No. 1 in service, he says, 
and he does a good job. 

Mr. HANLEY. May I ask at this point, the postmaster you arc 
referring to, was he native to the area ? 

Mr. BUCHANAN. He is a native of Alabama. He came to us from 
another State. But he is a native of Montgomery. He had good business 



200 

experience in addition to being a career postal serviceman, has excellent 
management, background, and primarily an attitude of a desire to 
serve the people, and requiring or himself, and of those who work with 
him, excellence in service. 

I think we are going to be a lot better off because of his personal 
presence on the scene. But this has not changed the basic difficulties, 
of course, of the problems of the Postal Service. 

My own frustration left me with no alternative but to file a class 
action suit in the Federal court to compel the Postal Service to com- 
ply with the law which created it. I have been joined in this action 
by a gentleman from Arizona, Mr. Steiger, and a gentleman from 
Tennessee, Mr. Duncan. 

My own experience, as I indicated, prompted my introduction of 
H.R. 16163, the Postal Reform Act of 1974, which the gentleman 
from Colorado discussed briefly a moment ago, and which I would be 
prepared to discuss in further detail should the committee wish this. 

Mr. Chairman, I think it is very unfortunate when Members of 
Congress have to go to court to get the Postal Service to serve the 
people of their constituency. And yet, it seemed to me this is necessary 
in my case. 

As you know, one of the first sections of the Postal Reorganization 
Act of 1970 pertains to the service, and points out that, "The United 
States Postal Service shall be operated as a basic and fundamental 
service provided to the people." Its basic function should be the ob- 
ligation to provide postal service, and it shall provide prompt, re- 
liable and efficient service to patrons in all areas, and to all com- 
munities. And this section points up, very clearly, the intent of the 
Congress that service should be maintained and should have the high- 
est priority in the Postal Service and in the creation of the Postal 
Service. 

Yet, this has been a story of steadily declining service as the Postal 
Service has sought to reach the break-even point, which we also man- 
dated. And it would appear to me there has been less and less em- 
phasis on the actual provision of adequate, quality service to the people. 

We have had the problem of Postal Service operating on a cloak of 
secrecy. I have repeatedly sought to obtain information and been frus- 
trated in that attempt by tlie Postal Service, pertaining to changes 
in service in my congressional district. 

Now, you are well aware of the provision of the Postal Reorgani- 
zation Act of 1970, section 3661, which requires that the Postal Serv- 
ice, when contemplating a major change in services on a substantial, 
nationwide basis, shall first submit the proposals to the Postal Rate 
Commission, which shall hold hearings in which the public shall 
have a right to participate and give an opinion in writing before the 
Postal Service begins with the implementation of this program. In 
the 4 years since the Postal Service has been in operation, it has sub- 
mitted not one proposal concerning service to the Postal Rate 
Commission. 

For example, the preferential mail system program was proposed 
to spend $4 billion of the taxpayer's money on a program which the 
General Accounting Office said was based on inaccurate studies and 
unacceptable equipment. This was not submitted nor have subsequent 
changes been submitted. 
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For example, the proposed $1 billion bulk mail program, which 
will affect bulk mail service across the country, has not been submitted 
to the Postal Rate Commission, a progrram to eliminate postal dis- 
tricts to further insulate the Postal Service administrators from the 
people, and the national program to expend millions of dollare to close 
and relocate post office branches are among programs which have not 
been submitted to the Postal Rate Commission. And there are a series 
of additional things now in the hopper which have not, and apparently 
will not be submitted to the Postal Rate Commission. 

The Postal Service has made a series of changes in service on a 
nationwide basis, in my judgment, none of which have been so sub- 
mitted as the law requires. The bulk mail program, for example, is 
quite controversial. The General Accounting Office has raised ques- 
tions concerning the economy and efficiency of operation. And in con- 
gressional hearings, and before the Postal Rate Commission, two pri- 
mary argimients have been raised. 

First, the bulk mail system is based on increased package mail, 
but United Parcel Service has captured a substantial portion of this 
mail. They are offering lower rates and faster service than the Postal 
Service. And the chances of the Postal Service recapturing any sub- 
stantial portion of this mail seems slim, indeed. But for the bulk mail 
system, of which they are spending a billion dollars to work, they 
must recapture a substantial amount of this mail or business they are 
losing to the UPS. 

A second argument which has been raised by a number of witnesses 
before this committee is that the $300 million estimated annual savings 
projected by the Postal Service to the bulk mail program can only bo 
achieved through the elimination of personnel. And our experience in 
Birmingham, and I expect elsewhere, indicates that when personnel 
are replaced by machines, a decrease in service tends to follow. 

According to John C. Miller, the foiiner Director of Transporta- 
tion and Economic Development Division of the Post Office Depart- 
ment, who helped develop the bulk mail program, the bulk mail sys- 
tem will result in "21 white elephants." Yet, the Postal Service is 
proceeding with its implementation. 

Now, the Postal Service came into my congressional district with 
implementation of the Retail Analysis Program as the No. 1 city in 
which it would be implemented. This program based on highly ques- 
tionable and incomplete data in the case of my city sought to close post 
office branches and alter services in some 26 cities across the Nation, 
and with othei-s to follow. 

In my city it was scheduled to include the elimination of 23 branches 
throughout the area, and alterations in service in others. The first 
step in the plan was the downgrading of service in one of the highest 
revenue producing branches in the area. 

Despite the nationwide effect of this program, the residents of the 
cities involved were not notified. The Postal Service officials in Bir- 
mingham, indeed, sought to effect the whole change with no advanced 
notification to tlie people affected. There was, of course, no notification 
to the Postal Rate Commission, or any attempt to obtain a judgment 
from them before this program was imp!ement(!d. 

We had a great protest from the citizens when they foimd out about 
the changes that were about to occur. We had a town meeting at which 
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we had Postal Services present in tlie town whose branch was to be the 
first one downgraded. There was massive protest. 

Here is a little bit of my mail on the siibiect in this folder before 
you. We had telegrams from the Postal Users Council, the Postal 
Service Forum, urjifinfr them not to proceed with these changes. We 
had meetings with Postal Service officials on the part of the entire 
Alabama delegation, and on the part of citizens who came to Wash- 
ington to meet with them, urging them not to make certain changes— 
removal of our district office, implementation of our district office, 
and implementation of the bulk mail, because of downgrading of 
service in our city. 

All this fell on deaf ears. Not only an attitude of cynicism, but 
absolute arrogance, unwillingness to compromise, was what we were 
confronted with. Because they made it clear they would proceed with 
these plans, we went to court to seek to stop its action until it had 
compiled with section 3661, and submitted these proposed changes to 
the Postal Rate Commission. 

The net result was the district judge did rule with us on two of the 
three cases—on the elimination of further district offices, on the pro- 
ceeding with the Retail Analysis Program, which is a program in 
which in our case they came into my city 2 years ago. Over a 10 day 
period, they interivewed people in certain branches, a limited number 
of questions. They kept a check for brief time as to what services were 
being purchased in that branch on that day. 

They came back to Washington, fed the information into the com- 
puter. And 2 years later, based on that very skimpy evidence, they 
began to implement a citywide system of changes in which many 
branches will be closed, many others will be substantially altered. 

In any case, the judge ruled with us on this, and the district elimi- 
nation of the district office which tliey effected in the midst of our 
controversy over the changes made. They suddenly removed our dis- 
trict office right after declaring it the best they had in the Nation, and 
removed it to Atlanta where the management fimction would be 
further removed from the people who were doing the complaining, 
apparently. 

We are now on appeal before the Fifth Circuit Court of Appeals 
on this court case. But the attitude of our systems unwillingness to 
share information, the unwillingness to provide us any information 
on the changes that were to occur in our city, the unwillingness to 
provide me as a Member of Congress information concerning these 
areas changed, the unresponsiveness, led me to believe there had to 
be some change in the system. The greatest enemy to human freedom 
has always been the concentration of too much power in too few hands. 
And we have in the Postal Service the only unregulated monopoly. 

I was concerned about the amount of monev that is being com- 
Mn the United States. There is no other imregulated monopoly. 
And it is a law to itself, and under no ones direct control as things 
now stand. It has ignored those provisions of law which give even 
the limited control in the area of service to the Postal Rate Commission 
which the law does contain. 

I was concerned about the amount of money that is being commit- 
mitted without adequate planning, without anyone looking over their 
shoulder, in such programs as preferential mail and bulk mail. I am 
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concerned about the decline of services; I am concerned about the 
attitudes of the top personnel and the unwillingness to respond even 
to great expressions of public opinion concerning the vital sendees 
to the people. Hence, we went to court, and hence I have introduced 
my legislation. 

Now the bill which I have introduced would seek to correct some 
of these difficulties. And the gentleman from Colorado has outlined 
it. Let me do so further. 

The first major provision would require the Postal Service to keep 
the Postal Rate Commission fully and currently infonned with re- 
spect to its operations. This provision which is similar to that in the 
Atomic Energy Act would mean the Postal Rate Commission would 
have access to the information necessary to evaluate the program and 
plans of the Postal Service. 

Second, the Rate Commission would not find out at the 11th hour 
about some change the Postal Service is planning to undertake, or 
after the fact, when the postal users file a complaint with the Rate 
Commission. This would strengthen the hand of the Rate Commis- 
sion, I think, in a needed way. 

Another provision would dovetail with this and would authorize 
the Postal Service to hold hoai'ings on proposed changes in the Postal 
Service—that is, the Postal Rate Commission—on its own initiative, 
rather than wait for a request from the Postal Service. And the Rate 
Commission would be authorized to subpena evidence and witnesses 
in the event the Postal Service refuses to cooperate. We have much 
evidence of the Postal Service's reluctance to provide evidence even 
under subpena. 

In my own case, they have put everything in our court case under 
a cloak of secrecy. They sought to have me cited for contempt of 
court and my administrator cited for contempt of court for revealing 
to Members of Congress things that were about to take place in their 
congressional district. They sought to keep my lawyer from informing 
me of the motions they were making in the judge's chambers, such as 
attempting to get me cited for contempt of court. They have consist- 
ently refused information and sought to place a cloak of secrecy over 
all the plans that have come up in our court case that they have in 
the hopper. 

Mr. Chairman, that isn't any way to run a railroad. We passed 
the Freedom of Inf onnation Act so that the people would know what 
their Government was doing. T its unconscionable that an agency of 
Government which has a total monopoly in vital areas of service to 
the people should be permitted to operate imder a cloak of secrecy, 
even for Members of Congress, even from the people who will be 
vitally affected by their services, and even from the Rate Commission, 
which is supposed to exercise some authority over them. And I think 
this must change. 

A third section of the bill would eliminate the authority of the 
Board of Governors to set salaries of high Postal Service officials, and 
place these individuals under the Federal Pay Comparability Act. 
I do not doubt the value of the people in the Postal Service, but I 
do frankly wonder if they are of this much greater value to the coun- 
try than all Members of Congress, or Members of the Senate, or 
Federal judges like the ones who are ruling on our case. And I really 
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wonder if a regional postmaster should cam $45,000, when the Federal 
judges in that region earn $40,000, and Members of Congress $42,500, 
and the assistants who earn $50,000, or more. 

I really think the Postal Service is about equal value to the coun- 
try as the other agencies in Government. And a comparability pay 
scale for the top management personnel would be in order. 

My legislation would require the Postal Service to obtain an an- 
nvial nuthorization. so Congress would annually have control over it 
and have regular oversight, as was previously the case. As you know, 
this is required for appropriation and not authorization, at this point. 

And another provision would gi\'e the Postal Rate Commission final 
authority OVCT- proposed changes and rates subject to court review. It 
would give the Postal "Rate Commission final authority over pro- 
posed changes and postal services as well. Can you imagine A.T. & T.' 
having the authority to overrule the FCC ? Tliat is unthinkable. Yet, 
that is the situation we have in the present law when it comes to the 
Postal Service over ajrainst the Postal Rate Commission. 

My legislation would strengthen the hand of the Postal Rate Com- 
mission as well as of the Congress in oversight over the affairs of the 
Postal Service. We would provide through the House Post Office for 
the final authority to be in the hands of the Postal Rate Commission. 
We would require also the posting of a notice in any post office branch,, 
announcing 60 days in advance, any proposed change in the services 
offered by that branch so that down in the individual community, at 
least, you have notification, no hearing required, but notification. 
Hearing is only in the case of nationwide changes. 

We would require the Postal Rate Commission to establish regions 
for the purpose of holding regular regional hearings to enable the 
Commission to keep informed concerning the problems and ideas of 
postal operations. 

This, in essence, would summarize what my bill would do. 
Now, the Postal Sei-vice has been very critical of how things were 

when Congerss ran the Post Office Department. Mr. Chairman, I have 
no desire to go back to appointment postmasters or jretting into patron- 
age or anything like that. But I will say to you without eqiiivocation 
when Congress ran it. it appears to me it ran better. They needed 
money. We never gave them the money we should have given them. 
We wouldn't give them enough money out of the Treasury or let them 
charge enough for the mail to cover the costs of delivering the mail. 
We did not let them modernize and build facilities because we pinched 
pennies too much. 

We did not let them do the things required to keep up with the grow- 
ing volume of mail and growing population. And this is what was 
wronff with the Post Office Department—inadenuate funds so there 
could not be modernization so the excellent people who were working 
there could not set the job done well enough. 

I will submit to you. T do not want to go back to the old days. But 
the Post Office Denartment was better managed within those confines 
than appears to be the case with the present Postal Service. And T 
think the peonle's Representatives must have a strong hand in the 
operations and the quality of services, oversight of the quality of 
services, provided, and the other aspects of policy of a service that is 
vital to the American people. 
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I personally think it is a Government ser\-iec to people like other 
Oovernnient services. ^Vnd there has to be funding, in my judgment, 
from the Treasury. We must exercise—you, Mr. Chairman, must exer- 
cise—closer control of the operation of the Postal Service. And we 
must have the clear meclianism in the law to provide for this. The 
power of the pursestrings has always been the best way that we could 
do this in the House. 

And, therefore, I would iirge that this provision be included in any 
legislation this committee may jiroduce. I feel that the American 
people are entitled to excellence in postal sei-vice. 

I believe those who work for the Post Office, now the Postal Serv- 
ice, can provide such excellence and desire in the majority to do so. But 
we must change the law so that the managers are not a law unto 
themselves, so the management of the Postal Service cannot ignore 
the law and the intent of Congi-ess, and so the people's Kepresen- 
tatives can make certain that the people shall have the excellence 
which has been the tradition of the Post Office Dei^artment in this 
coimtry from the days of the Pony P'xpress. 

I, again, apologize for the length of my presentation. 
Mr. HAXLEY. John, as I anticipated, your testimony is excellent. 

Obviously, you have put a great deal of time and effort into it. 
Just a moment or two ago, I think you put it all in a nutshell in 

your position. Your statement was identical to my position several 
years back. Whereas we were saying that it was not necessary that we 
move in the direction of a reorganization act i)er se in developing a 
qiiasi-corporation, that if the Congress would recognize its responsi- 
bility to the U.S. Post Office Department and allow it such funds on 
an annual basis to upgrade its capital plant, we would not have the 
problem that we had. And as you said, had it not been for the dedica- 
tion of the people, the institution would have crumbled long ago 
because the Congress was derelict in its responsibility to the agencies. 

That plea, of course, fell on the jirovei'bial duck's back during the 
course of the deliberations. And you will recall we had the rather 
influential citizens' committee for postal reform that advanced the 
concept and got its way much to the regret of so many who were in- 
volved in that activity. 

You, like Frank Evans who preceded you, have displayed a great 
deal of initiative in putting together the piece of legislation that you 
have. And certainly, many of the provisions of it will be strongly 
considered as we move into the final stages of this procedure. Hope- 
fully, many of the provisions will be contained in the package of 
amendments that will residt from these deliberations. 

The authorization matter that you have referred to, as you know, 
the matter of authorization has already passed the House. Unfortu- 
nately, it continues to languish in the Senate. That was Mr. Gross' bill 
which succeeded in committee, succeeded on the floor of the HousOt 
Unfortunately, the Senate, up to this point, chose to do nothing with 
it. However, the provisions of that bill are contained in the subcom- 
mittee bill where, once again, the Congress woidd have a handle on 
that institution and people responsible for its administration would 
have to account for their requests and their expenditures. 

37-485—74 14 
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With regard to the matter of subsidy, you covered that. There is no 
way that that institution is going to be able to function unless it is 
subsidized through the IT.S. Treasury. 

As you know, currently, it is working with something like a $500 
million deSficit that requires that these dollars be borrowed at the ex- 
tremely high rate of interest that prevails today. Other barometers, as 
I mentioned again to your predecessor witness, the action taken a dav 
or two ago where the construction program, in part, is being shelved 
because of the physical problem, if we are going to shelve the program, 
then the whole theory of revitalizing the system is junked. 

John, come February, according to the plan, the target date of the 
Rate Commission that will, at that point, hopefully dispose of the 
"temporary rates that presently prevail." and in recognition of the 
fiscal dilemma of the institution, it is reasonable to believe that right 
on the heels of that decision will be another proposal for a general rate 
hike, '\^^lat would the reaction of vour constituency be to such a hike 
earlvinl975? 

Mr. BUCHANAN. It would be very adverse, I am sure. Perhaps we 
have not appreciated in this country the bargain we have had in postal 
services through the years in terms of cost to the user. But we have had 
it. Perhaps we took too much for granted, the degree of excellence 
which we always had, at least in my area, in the Postal Service, but we 
did have it. And having, right on the heels of such a decline in services 
and such arrogant mistreatment by the Postal Service of my own con- 
stituents, especially, I think, the reaction would be li\ad to increases. 

And I think, personally, again, the route of subsidy out of the Treas- 
ury is still the more acceptable route to something I must still recog- 
nize to be basic Government service to people of this country. But T 
think we have had a bargain through the years and perhaps have not 
appreciated the degree to which we were getting the bargain. 

Mr. HANLET. YOU are so right. It was all taken for granted. And as 
these rates tend to increase, it is a little difficult for that person to recog- 
nize details or accept the increases. 

Mr. BTJCHANAN. Mr. Chairman, can I briefly clarify something? 
I am afraid I got so lost in my written testimony, I did not make clear 
what happened in my district and how in 1970—— 

Mr. HANLET. Sure. 
Mr. BUCHANAN. We had the good fortune of havina: built in our 

area a new postal facility, beautiful new postal facility, the latest 
equipment. 

Mr. HANLET. Was this in Birmingham ? 
Mr. BUCHANAN. Birmingham. We were a district office, and there 

were seven in Alabama. We were often declared to be a very good and 
hi.o-hly efficient postal district. 

On the retail analysis program, no one annoimced they knew about 
it until they were about to implement it. And in a way, that would have 
been very damaging with the do-wngrade of services in the first step 
and many others to follow. This got the people upset. AVhen they be- 
came upset, they suddenly removed the Birmingham District, elimi- 
nated it, and put the seven sectional centers in Birmingham in Atlanta. 
And the management was used there. They sent men in to accomplish 
these changes that were very insensitive to the people. 

The new postal facilities had the latest equipment in handling bulk 
mail, does have as good as they have now. It was announced, in con- 
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nection with the other things, that the information came out that the 
whole bulk mail function would be transferred to Atlanta. Tliis was 
what they were planning to do as one of 21 bulk mail facilities in the 
country that was now under construction wliich tliey connnitted $1 
billion. 

Tlieir e.xperience to date with this would indicate that while long 
haul nuvil that has to go through the major transportation center like 
Atlanta, anyway, might be more efficiently sei-veil by handling it this 
way. They have real trouble with slioi-thaul mail taken to Atlanta by 
truck tlirough Birmingham, i-un tiirongli that facility when it is built 
and run back from Tu.-caloosa, about (50 miles down the road from 
Birmingham, for delivery. 

The short haid, they have not been able to demonstrate would lesirlt 
in anything other than declining service. And you would iniuindate 
the transportation services that ar-c already, by the postal ser-viccs own 
admission, too much iniiuiidated with iirail. All this new nrail fr-om the 
surrounding States and areas of the short haul irrail is being dumped 
on that facility for liandling. 

The onlv plan was to take my bulk mail facilities that had just been 
built, tailormade for my post office birilding. and put it out of business 
and take the whole mail and send it to Atlanta. Obviously, my con- 
stituents got very upset over- this whole idea. Oirr- new postmaster has 
managed to hold on to the bulk irrail for- our- ar-ea, and he is goirrg to 
get use out of that $8 million machirre to pr-ovide better service to the 
people. He has been able to talk his managers into letting him do sorrre- 
thing logical with it. 

But I wanted to mention this to make clear the nature of the bulk 
mail program especially, and the fact that this committee should take 
a look at the plans there and also the unresponsiveness to the postal 
service when they planned these var-ious changes that had such a 
strong effect on my district to do anything until Ave went to court 
to tr-y to force them to pay a little attenion. 

MI-. HANLEY. What is the distance from Birmingham to Atlanta? 
Mr. BUCHANAN. It is just 135 miles. The distance itself is not too 

great a problem, but we do not liave an interstate. We have a ver-y 
bad, two-lane highway a good part of the distance. Of course, we have 
air service that is pretty extensive. 

Mr. HANLEY. And the regional headqriarter-s is located where? 
Mr. BUCHANAN. The region is Memphis. We formerly reported 

directly to Memphis. We have seven sections in Alabama of which 
Birmingham was one. We re{)oi-ted to Memphis as our region. 

Mr. HANLEY. What is your observation on the morale of the 
employees? 

Mr. BUCHANAN. The morale of the employees has been better since 
Charles Moore arrived on the scene. But, up until that time, it was the 
worst in my experience. These are good people. Even the supervisory 
personnel who had to implement the policies were not at all happy with 
what they were having to do. And they were not at all happy with the 
postal services performance in my area. 

Mr. HANLEY. What is your rapport with the postal employees? Do 
you find a reluctance on their part to communicate with you when they 
do have a problem ? 
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Mr. BUCHANAN. Greater relnctanpc than before, Mv. Chairman. Rut 
some of them do so anyway. At the risk of their lives, perhaps, but 
they do. 

Let me tell yoii one more footnote about this downgrade facility. 
Tliey were going to mechanize this facility that had been a full service 
branch. It served a big office park and 20,000 person community and 
was No. 3 in the top 10 revenue producers in the area. They moved 
into a new facility and had more machines. These machines are de- 
signed to supplement window services. 

Rut. in our case, they refused at first to give window services. So 
they had machines. Well, the machines would only work witli dollars 
or less. And people had wonderful experiences with machines. 

One person tried to buy a stamp. They lost their first coin. They 
lost their second coin. They put in the third coin, and a French franc 
came out of the machine. 

And it became clear after a few weeks of operation there was no 
way you could make those machines serve the public anyway at all 
unless you had personnel at the windows, which is what they were 
designed to do anyway, to supplement window service. 

So, at great expense, after they had flatly refused to put in the 
window service and designed without the window service, they had 
to go in and remodel again at further expense and put the window 
service back in and people back in which is what we asked for at the 
outset and which could have been done without any interruption of 
services and additional expense to the government. 

This is a little thing, but this is the kind of experience that makes 
me feel some degree of supervision is necessary on the part of the 
Congress of Postal Kate Commission. 

Mr. HANLET. Well, again, John, on behalf of the committee, our 
deep appreciation for your input here today. And, as I say, I admire 
and commend the eifort that you have for a long time made in an at- 
tempt to rectify the shortcomings tliat prevail. So, for what it is worth, 
you are helping the efforts of this committee greatly. 

Mr. BUCHANAN. Thank you, Mr. Chairman. Again, I apologize for 
the length of my testimony. 

Mr. HANLET. Thank you very much. 
[The prepared statement submitted by Congressman Buchanan 

follows:] 
PBEPAEED STATEMENT OF HON. JOHN H. BUCHANAN, JE. 

Mr. Chairman, m«^mhers of the Subpommittee, I appreciate the opportunity 
to testify before you today on a matter wliicli touches the lives of virtually 
every American, the United States Postal Service. 

I would first commend the chairman for his action in introducing H.R. 15511. 
I support the thrust of this legislation as being a step in the right direction toward 
gi-eatly needed change in the Postal Reorganization Act of 1970 and in the Postal 
Service. 

My experiences with the Postal Service, particularly over the last year, have 
made me even more aware of the deficiencies of the Postal Service and of the 
need to correct such deficiencies if the American people are to attain the quality 
postal  service they need  and deserve. 

It is with regret that I am here today—regret that this agency, which for 
mauv Americans is the embodiment of the federal establishment and which we 
created four years ago to serve the people, has failed both as a governmental 
representative and as a servant. 

The decliining service in my own congressional district and my frustration over 
the lack of concern shown by the Postal Service over this situation left me no 
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alternative but to file a class action suit In Federal District Court to require 
the Postal Service to conijily with the law wUieU created it, the Postal Reorgaiiiza- 
ion Act. I have been joined in this action by two of our colleagues, the geutleiuau 
from Arizona, Mr. Stelger, and the gentleman from Teimesst'e. Mr. Duncan. 

Likewise, these experiences ijrompte<l my introduction of H.R. 16163, the 
Postal Reform Act of 1974, which 1 will discuss more fuUy in a few moments. 

That memljers of Congress and the i)eople should be forced to resort to court 
action to get a federal agency to do its job is deplorable. But the position of the 
Postal Service with regard to this decluiing service reflects what lias become a 
growing pattern of practice by this agency and that is a pattern of ignoring the 
laws which apply to It and the people it purports to serve. 

One of the tirst sections of the Postal Keorgaiiizalion Act of 1970 states as 
follows: "The United States Postal Service shall lie operated as a basic and 
fundamental service jjrovided to the i>eople liy the Government of tlie Inited 
Stats, authorized by the Constiution, created by Act of Congress, and supported 
by the people. The Postal Service shall have as its basic function tlie obligation 
to provide postal services to bind the Nation together through tlie personal, edu- 
cational, literary and business correspondence of the peoiile. It shall pnivide 
prompt, reliable and efficient services to patrons in all areas ami shall render 
postal services to all comnmiiitie.s. The costs of cstabli-iliing and maintaining the 
Postal Service shall not be apportioned to impare the overall value of such 
service to the people." 

It is my hope, Mr. Chairman, that one day those who rule the Postal Service 
might take the opportunity to read Section 101 of the Postal Reorganization 
Act which outlines postal policy. 1 am sure its provisions would come as a shock 
to many of them. 

The Postal Service has continuefl to open its right hamd to the Congress and 
the taxpayers for money, but has hidden the exiienditures of these funds by its 
left hand under a cloak of secrecy. At a time when we are attempting to bring 
under control the cruel tax of inflation, we can ill afford not to scrutiuiize every 
major federal expenditure to insure that American citizens are receiving the 
greatest benefit from their tax dollars. 

In enactins; the Postal Reorganization Act of 1970, the Congress sought to give 
the Postal Service tlie tools to provide better service at less cost to the tax- 
payer. The past four years have shown, however, that the confidence placed iu 
this agency by the Congress has been violated. Instead of rising to the chiilleiige, 
the Postal Service hierarchy has ensconced itself as an arrogant oligarchy which 
operates the only unregulated monopoly in the country and which has ignored 
the very law which created it. 

A prime example of this attitude is the Postal Service's position with regard 
to Sectioai 3661 of the Postal Reorganization Act of 1970. 

When Congress enacted this legislation, it wisely, in my judgment, Included 
a provision which requires the Postal Service, whenever it undertakes a major 
change in services on a nationwide basis, to submit these proposals to the Postal 
Bate Commission. This section provides : 

"(a) The Postal Service shall develop and promote adequate and eflicient 
postal services. 

"(b) When the Postal Service determines that there should be a chaiigi' iu 
the nature of postal services which will generally affect service on a nation- 
wide or substantially nationwide basis, it shall submit a proposal within a 
reasonable time prior to the effective date of such proposal, to the Postal Rate 
Commission requesting an advisory opieion on the change. 

"(c) The Commission shall not issue its opinion on any proposal until an 
oijportunity for hearing on the record under Sections 556 and 557 of title f has 
been accorded the Postal Service, users of the mail, aaid an otUcer ot the tjoni- 
mission who shall be required to represent the interests of the general public. 
The opinion shall be in writing and shall include a certification by each Com- 
missioner agreeing with the opinion that in his judgment the opimiou conforms 
to the policies established under this title.'' 

In the four years since the Postal Service has been in operation, it has sub- 
mitted not one proposal concerning service to the Postal Rate ("onunission, 
despite its earlier misconceived fiasco known as the preferential mail system, 
in which the Postal Service proposed to spend $1 billion of the taxpayers money 
on a program which the General Accounting Office said was based on inaccurate 
studies and unacceptable e(iulpment. 

Notwithstanding this experience, the Postal Service is undertaking, without 
submission to the public or to the Postal Rate Commission a highly question- 
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able $1 billion bulk mail program which will affect bulk mail service across the 
country, a program to eliminate postal districts to further insulate the Postal 
Service administrators from the people and a national program to expend mil- 
lions of dollars to close and relocate post office branches. 

Two particularly strong arguments concerning the efficiency and economy of 
the bulk mail operation have been raised against this program in congressional 
hearings and by the (Jeneral Accounting Office and in rate cases before the 
I'ostal Kate Commission. 

First, tlie bulk mail sy.stem is based on increased package mail, but United 
Parcel Service has captured a substantial i>ortion of this mail, offering lower 
rates and faster service than the Postal Service. Thus the changes of the 
Postal Service recapturing a substantial portion of this mail are slim indeed. 

Secondly, a number of witnesses before this Committee and others have esti- 
mated that the .$30() million annual saving projected by the Postal Ser\'ice 
for the bulk mail program can only be achieved through the elimination of 
personnel. My exi)erieiu-e with Postal Senice programs whereby personnel were 
replaced by machines reflects a decrease in service rather than an increase. 

Accoi-diug to John C. Miller, former director of the Transportation Economic 
and Development Division of the Post Office Department, who heli)e(l develop 
the Hulk Mail program, the Bulk Mail System will result in "21 white ele- 
phants.''  Yet the Postal  Seiwlce is proceeding full steam ahead. 

Efforts to ascertain additional information about the implementation of the 
retail analysis program and the program to eliminate postal districts has proven 
difficult because the Postal Service has prcjvided sjiotty and often conflicting 
reports on these programs. 

Tlie effects of these tliree programs are being felt in my congressional district 
and I am concerned that their further implementation in like manner on a 
nationwide basis will continue to result in .substantial co.sts to the taxpa.ver in 
the form of greater tax dollar exjienditures, higher postal rates and increasingly 
poorer service. 

The tirst of these programs to be implemented in the Birmingham area was 
the retail analysis program under which the Postal Service, using highly ques- 
tionable and incomplete data, sought to close post office branches and alter 
services in some 26 cities across the nation. Plans were being undertaken to 
expand this repail analysis program to other cities in the future. 

The program in Birmingham was scheduled to inchide the elimination of 23 
branches throughout the area and the alteration of services in others, with 
the first step in the plan <^«lling for the downgrading of services in one of the 
highest revenue-producing branches in the area. 

Despite the nationwide affect of this i)rognim. the residents of the cities in- 
volved were not notified of these plans. Postal Service officials in Birmingham, 
as a matter of fact, were rather disturbed that they were unable to carry off 
their coup without the people finding out about their proposal. 

Although the people did learn of this plan, through a leak by some unpatriotic 
individual, the protestations of the citizenry fell on deaf ears. The Postal Service 
had made up its mind and did not want to be confused with the facts. 

And so. the Postal Service proceeded with its downgrading program, expend- 
ing taxpayers dollars to remodel a postal facility to eliminate a nunvber of 
services despite a court injunction which I had obtained earlier against such 
action. 

Then, six months after our original protestations to these plans and after the 
court injunction against further implementation of the retail anal.vsis program 
nationally, the Postal Service reversed its decision—spending more of the tax- 
payers dollars to again remodel the same facility—this time to provide the 
services that the people of that community need and want. 

This decision did not mark any major change in the philosophy of the Postal 
Service in Washington, although Postmaster General E. T. Klassen did admit 
that the Po.stal Service had made a mistake. Rather, if was a decision by the 
new Birmingham Postmaster Charles Moore, that the people of the Birming- 
ham area deserved more service than they were getting. It is unfortunate that 
Mr. Moore's outlook is not shared by those higher up in the Postal Service. I 
would note here that Mr. Moore's appointment marked the first time in nearly 
two years that we had a permanent postma.ster in Birmingham. 

In the midst of the controversy over the retail analysis program, the Postal 
Service struck again in my district, this time to implement a plan which A.ssist- 
ant Postmaster General Dor.sey said would eliminate 86 postal districts across 
the country. Again, this program was undertaken without the knowledge or con- 
sent of the i)eople living in the areas involved and with the strong opposition of 
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major mail users in my district and the Postal Users Council which the Postal 
Service itself had created, but which it failed to consult. 

The district manager and his assistants are charged with management deci- 
sions. Thus in eliniiuatlng these districts, or In consolidating them with other 
districts, the Postal Service is removing from the people they affect, vital de- 
cisions with regard to mail service. 

Those within the Postal Service oligarchy will tell you that the district man- 
ager and his assistants have nothing to do with moving the mail and mail service. 
But I would call your attention to the testimony under oath in federal court of 
one of these officials concerning the duties of the district managers. According to 
then acting Birmingham Postmaster Francis Sutton, who I might add was a 
witness for the Postal Service during a hearing on my court .suit, "A district 
headquarters, in an adiministrative level that in turn interprets policy, passes it 
on to subsequent sectional center facility managers. It relates to budget, meeting 
of delivery standards and all of those many things involved in administering a 
postal district." 

In the case of Birmingham, where transient postmasters unfamiliar with the 
local situation were interpreting these policies, our postal facilities were sched- 
uled for downgrading. When a i)ermanent iwstma-ster arrived on the scene, a 
man familiar with Alabaima, these services were restored. 

'Because my investigations into these two prograiins led to additional informa- 
tion concerning the Postal Service's plans on the Bulk Mail System which would 
further downgrade service in the Birmingliam area and malie obsolete recently 
installed bulk mail equipment, 1 amended my original complaint to include the 
bulk mail program as well. 

Following a hearing on this suit in early May, Judge James Hancock of the 
Northern District of Alabama issued an injunction against the Postal Service 
proliibiting it from the further implementation of the retail analysis program and 
the elimination of otlier postal districts. The judge did not halt the continua- 
tion of the bulk mail program because of his concern that to do so would cost 
the Postal Service more than not granting an injunction would cost the people. 

Two main concerns prompted my court action, my legislation and my testimony 
here today. The lirst is that the Postal Service has apparently adopted the philos- 
ophy that it will cut costs regardless of the effect on service and the people. 
Even in this effort, however limited It may be, the Postal Service has failed. The 
service is decUning. The people are unhappy. The costs are steadily increa.fing. 

iMy second concern is that the Postal Service apparently has the attitude that 
the Congress and the American people who are footing the bill for these vast ex- 
penditures have no right to know what the Postal Service is doing with our 
money. 

Despite the Freedom of Information Act, which should make available the in- 
formation I and other members of Congress have sought about these programs, 

•the Postal Service has continually surrounded its plans in a cloak of secrecy from 
me, from other members of Congress and from the American people. 

The information provided as a result of subpoenas we have issued has been 
limited and, in virtually every instance, the Postal Service has sought to have 
this information sealed. 

Not only have I not been provided this information, but the Postal Service 
sought to cite me and my administrative assistant for contempt of court when we 
informed other members of Congress of even the limited information we had ob- 
tained concerning proposed Postal Service changes affecting their districts. At- 
torneys for the Postal Service even attempted to prevent my attorney from in- 
forming me of the contents of motions and affadavits filed in my own court suit. 

This ongoing failure to provide information to the Congress, the public and 
the Postal Kate Commission is one of the primary reasons that the Postal Kate 
Commission has been unable to act expeditiously on rate cases in the past. 

We cannot continue to rely on the courts alone to prevent the Postal Service 
from doing wrong. 

It would appear that the best solution is to amend the Postal Keorganization 
Act to close the loopholes through which the Postal Service is ducking its respon- 
sibilities to the people and cloaking its activities. 

It is too late to achieve economy and service when we have to try to undo the 
damage which the Postal Service, through its hastily initiated programs, has 
perpetrated upon the American people. 

Unfortunately, tlie problems which I have described are not unique to my 
congressional district and I would like to take this opportunity to again commend 
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the chairman for his efforts, through H.R. 15511, to help restore service to the 
Postal Service. 

It appears that Congress has had to subsidize the Postal Service to an ^ven 
greater extent than it did tlie Post Office Department. Despite these contmued 
subsidies and increases in rates, services have continually been downgraded in 
an attempt to arrive at a bi-eak-even point. 

Given the continuing subsidies which Congress is already providing the Postal 
Service, it would appear that some form of .subsidy, such as that provided in 
H.R. 15511, might be necessary for at least the immediate future if qualit.v of 
service on the one hand and the cost of mail to the user on the other is to be 
maintained at any acceptable level. In any case, Congress should require an 
annual authorization such as that envisioned in H.R. 15511. 

With regard to the Postal Rate Commission, I would concur with the Chairman 
that this body ought he strengtliened, as it is in H.R. 15511, so that it can become 
a truly regulatory agency. The provisions of H.R. 15511 which eliminate the 
review by the Board of Governors of the Postal Rate Commission decisions are 
similar to those included in legislation which I have introduced and I believe 
such an amendment would be vital if we are to provide better service. Can you 
imagine the board of directors of AT&T having the authority to overrule the 
Federal Communications Commission? 

I would, likewise, concur with the Chairman's recommendation that the ap- 
pointment of Postal Rate Commissionei-s be subject to confirmation by the Senate. 

Given the degree of difficulty which my colleagues and I have encountered in 
obtaining information from the Postal Service, an experience shared by the 
Postal Rate Commission, it would appear that an extension of the deadline for 
action by the Postal Rate Commission on proposed rate increases from the 
current 90 days to 180 days is certainly in order. 

I would now, and I will attempt to be as brief as possible, like to summarize 
the provisions of H.R. 16163 and H.R. 16386, the Postal Service Reform Act of 
1974, which I introduced earlier this year with co-sponsors. 

The first major provision would require the Postal Service to keep the Postal 
Rate Commission "fully and currently informed" with respect to its operations. 
This provision, which is similar to that in the Atomic Energy Act, would mean 
that the Postal Rate Commission would have access to the information necessar.v 
to evaluate the programs and plans of the Postal Service. Secondly, the Bate 
Commission would not find out at the 11th hour about some change that the 
Postal Service is planning to undertake or after the fact, when a postal user 
files a complaint with the Rate Commission. 

A second provision would dovetail with this one in that it would authorize the 
Postal Service to hold hearings on proywsed changes in the postal service on 
its own initiative rather than wait for a request from the Postal Service, which 
it appears would be an eternal wait, or upon the submission of a complaint. 

The Rate Commission would also be authorized to subpoena evidence and wit- 
nesses in the event the Postal Service refuses to cooperate and we have much 
evidence of the Postal Service's reluctance to provide evidence even under 
subpoena. Failure to obey the subpoena could result in contempt of court 
citations. 

A third section of the bill would eliminate the authority of the Board of 
Governors to set salaries of high postal service officials and would place these 
individuals under the Federal Pay Comparability Act. I have seen no indication 
that Regional Postal officials or high postal ofiicials in Washington are better 
qualified and more able to serve the public than comparable officials in otlier 
federal agencies. If my experiences are any indication, the opposite is true. I can. 
therefore, see no justification for paying these individuals at a higher rate than 
comparable federal ranges. 

Another provision of H.R. 16163 would require that the Postal Service come to 
Congress to obtain an annual authorization. While I realize this would create 
more work for this Committee, I believe the benefits of enabling Congress to 
review the policies and expenditures of the Postal Service would far outweigh 
the increased work load. 

As I mentioned earlier, yet another provision of H.R. 16163 would give the 
Postal Rate Commisison final authority over proposed changes in rates, subject 
to court review. It would also give the Commission final authority over pro- 
posed changes in postal services as well. 

The Postal Reorganization Act provided for submission to the Postal Kate 
Commission of proposed changes in the nature of postal services. Because the 
Postal Service has sought to interpret this section in a manner which differs 
substantially from what Congress intended. Section 8 of the Postal Kefonn 
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Act of 1974 would further define such changes to include the transmission and 
•delivery of mail, the planning, building or discontinuing of any postal facility 
or equipment and the allocation of personnel to perform postal services. 

This section would also require the posting of a notice in any post office 
branch annoimcing 60 days in advance any proposed change in the services offered 
toy that branch. Tliis would give the residents of the affected community the 
opportunity to comment on any changes which they believe would result in the 
Teduetion of postal services. 

Section 10 would require the Postal Rate Commission to establish regions for 
the purpose of holding regular regional hearings to enal)Ie the Commission to 
"keep informed concerning the problems and ideas of postal users in relation 
to postal operations. It is obvious, Mr. Chairman, that the Postal Service cer- 
tainly does not have all the answers. 

This in essence, summarizes tlie actions which I believe ought to be taken If the 
Postal Service is to become more efficient and more responsive. 

Mr. Chairman, if the United States Postal Service were a private concern, 
it would be out of business. No private entity could continue to increase its 
prices, reduce its services and ignore its customers in the manner in which the 
Postal Service has done and still retain its customers. 

Yet, because it is the only niiregulutpd monopoly in the country, the Postal 
•Service continues to operate in this manner. 

We in the Congress have the authority to restore service to the people. We not 
only have tlie authority, but sliould we fail to take positive action, we would 
be as negligent to the needs of the American people and our constituents as in 
the Postal Service itself. 

Postal Service officials will, no doubt, object to any greater role by Congress. 
The Postmaster general continually refers to the deficiencies of the Post Office 
Department, and I quote "when Congress ran it." 

No knowledgeable person, however, could maintain that the Congress ever 
ran the Post Office Department. We exercised the same kind of oversight over 
the Post Office Department that we did the rest of the government. We did par- 
ticipate in the selection on a patronage l)asis of various persons in the Post 
Office Department such as local postmasters. Notliing would be more unwise, 
however, for a politician than lie select some deadhead on a purely political 
basis to manage an operation providing such important and basic services to 
the public. 

Nothing he could do would more surely incur the wrath of the people against 
him, which is hardly a happy position for a man who has to be elected by the 
people. Consequently, those who participated in patronage concientiously sought 
to select competent people for these important assignments. Such people, in turn, 
Tan the Post Office, not the Congressmen and Senators. I do not wish to return 
to such a patronage system, but tlie public interest demands that oversight by 
the people's representatives over this aspect of government be restored, at least 
to a degree comparable to that of other agencies. The jieople have the right to 
know what every agency of their government is doing and they have a right 
to be the ultimate authority over every aspect of government, including tlie 
Postal Service. 

We need no authority higher than the people in tliis country nor any gov- 
ernmental entity wliich seeks to exercise its power and authority unrestrained 
by the system of checks and balances so wisely built into our tripartite gov- 
ernment by the founding fathers of this country. 

Thank you, Mr. Chairman and members of the subcommittee, for your patience. 

Mr. HANLET. Our next witness this morning is Mr. James J. La 
Penta, Jr., as director of the Federal Public Service Division of 
LIUNA, AFL-CIO. I am glad to have you with us this morning, 
Mr. La Penta. 

STATEMENT OF JAMES J. LA PENTA, TR., DIRECTOR, FEDERAL 
PUBLIC SERVICE DIVISION, LIUNA, AFL-CIO 

IVIr. LA PENTA. Tliank you, Mr. Chairman. 
I have a prepared statement I would like to read in the record, and 

I have a supiilemental statement I would like to put in the record, if 
that is OK. 
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Mr. HANLKV. Without objection, so ordered. 
Mr. LA PENTA. Mr. Chairman and members of the committee, I am 

representing the Mail Handlers I'nion whicli has national exclusive 
recognition for 47,000 mail handlers working in postal facilities 
throughout this country. 

I wish to commend the chairman and members of the committee who 
for the past 18 months have conducted intensive hearings and studies 
regarding the U.S. Postal Service. These hearings have not been 
mere window dressing, and as a result, the chairman and his com- 
mittee have compiled a comprehensive record on the state of the Postal 
Service. 

The committee's hearings and staff studies have pointed up key 
areas of possible amendments to the Postal Reorganization Act which 
established the IT.S. Postal Service in 1970. The Mail Handlers Union, 
Mr. Chairman, would like to go on record in support of H.R. 15511 as 
proposed except where you propose to amend the statutes governing 
the postal monopoly of letter mail. 

I would like to make two observations before specifica.lly addressing 
my remarks to H.R. 15511: 

(1) A recent poll indicated that, for the first time, a majority of 
persons questioned thought big business should be broken up. Popular 
criticism of big corporations it at an all-time high, especially after the 
food and energy price gouges. 

Americans are not going to take kindly to steep and regular in- 
creases in postal rates as has been openly hinted by the ''top brass"' 
who advise Postmaster General Klassen and who admitted as mnch 
at this table on July 9, the Senior Assistant Postmaster General for 
Finance, the chief legal covmsel,the Senior Assistant Postmaster Gen- 
eral for Operations, and the Senior Assistant Postmaster General for 
Administration. 

My second observation is that the spiraling "double-digit" inflation 
the adviseis to Postmaster General Klassen talked about was absent 
of any real explanation. 

The major part of the "double-digit" inflation is due to a dizzying 
array of shortages; that is. fuels, industrial materials, and capital 
equipment. Mr. Simon, the Secretary of the Treasury; Mr. Rush, the 
President's economic "czar," and Mr. Stein, former head of the Eco- 
nomic Council, pointed this oiit a number of times in recent months. 
Yet the U.S. Postal Service testified thev will move pellmell into 
massive billion-dollar outlays for capital machinery, capital con- 
struction, for the 21 bulk mail centers—competing for these infla- 
tionary shortages. 

The U.S. Postal Service is locked in to the concept that the labor- 
intensive industry of the U.S. Postal Service has to be changed over- 
night to a capital-intensive industry—100-percent mechanized. 

Now, Mr. Chairman, as to the substantive provisions of H.R. 15511, 
the U.S. Postal Service Senior Assistant Postmaster General for On- 
erations, the Senior Assistant Postmaster General for Finance, the 
Senior Assistant Postmaster General for Administration, the chief 
legal counsel, and Postmaster General Klassen specifically rejected 
out of hand your proposals on subsidies and your "break-even" con- 
cept. 

I should say and qualify that our union supports your two proposals 
because they are realistic and contain elements of good commonsense 
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•when you take a hartl look at todaj^'s economic conditions—abroad 
and at home. These are conditions which the administration is pre- 
dicting will be with the I'nitcd States and the Western Euixjpean 
countries for many years to come. 

The chief legal counsel's comments were particularly sttibboru in 
addreasing his responses to Congi-essman Ford's proposed amend- 
ments to section 410 of the Postal Reorganization Act which would 
clarify postal workere coverage when Congress amends fringe bene- 
fits for Federal workers. We support these amendments which would 
clear up once and for all what was the luiquestioned intent of the 
act, and which the U.S. Postal Service has fought for 4 years. 

The Senior Assistant Postmaster General for Finance's explana- 
tion of (1) fully-allocated cost, (2) fully-distributed cost, and (3) 
tnarginal cost ascertainment was professionally esoteric and inclu- 
sive. We submit your proposal on subsidies and other related mattei-s 
in H.R. 15511 provides a direct and practical solution rather than the 
complicated mystique that the Senior Assistant Postmaster (irenei-al 
for Finance suggested in his—shell game—description of allocated, 
distributed, and marginal cost ascertainment. 

The Senior Assistant Postmaster General for Operations com- 
ments about service performance and, particularly, the bulk mail 
centers program do not stack up with wliat other reliable sources 
have submitted to the committee on service standards todav as com- 
pared to 1968. 

I think you are right on tai-get when you say—and I am quoting 
from one of your releases, Mr. Chairman: 

The rising cost of postage has shown us that we cannot have efficient postal 
service at reasonable cost to the user unless we provide funds to the Postal Serv- 
ice to defray its public service costs. Tlierefore. I am iiroposing tliat the Postal 
Service be reimbursed for an amount of up to 20 percent of tlieir total operat- 
ing expenses for the immediately preceding fiscal year. 

I also think, Mr. Chairman, you hit the bull's-eye when you said—• 
and I am going to quote you again: 

By passing the Postal Reorganization Act of 1970. we mandated the seiiarn- 
tion of Postal Service matters from politics. We did not. however, alidicate 
our responsibility to the American people to oversee the functions of the Postal 
Service in order to as.siire that all people receive the best possible service. The 
legislation requires tlie Postal Service to be accountable for its expenditures 
and will enable Congress to keep a closer check on Postal Service functions. 

The committee's questions on July 9 raised many objections from 
the "top brass" who advise Postmaster General Klassen. They fail to 
recognize that the Congress makes public policy and not the advisei-s 
to the Postmaster General. It seems clear that your legislation pro- 
poses a congressional mandate that the USPS will remain a constitu- 
tional service and not a public corporation that will follow a hard line 
"break-even" concept. You stated: 

I want to point out that postage rates will contiiuie to skyrocket and non- 
economic but important postal services could become a thing of tlie past if we 
continue to follow a hard line on the "break-even" concept. 

Your legislation will enable Congress to oversee the functions of 
the Postal Service. 

Mr. Chairman, if Congress adopts this proposal, I propose that H.R. 
15511 also include the abolishment of the board of governors and the 
elimination of the postal advisory council. Matters of advice and over- 
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«ight belong in the Congress with the elected representatives of tlie 
people. 

Our union also thinks you were quite realistic when you pointed out 
to the USPS that they can't keep the status quo with regard to the 
private express statutes which govern tlie postal monopoly with reg- 
ular 3 cents to 5 cents postal rate increases which the Postmaster Gen- 
eral's staff were predicting here on June 9. 

Mr. Chairman, on the question of the postal monopoly, our union 
is in strong opposition to the amendment to H.R. 15511 regarding the 
f)rivate express statutes which provides specific exclusion for items 
ike newsjiapers, et cetera, even though these have been historically- 

suspended. Despite that, we are strongly opposed to making this his- 
toric suspension, this de facto suspension, de jure. 

Our union supports the changes in the structure and operation of 
the Postal Rate Commission contingent upon keeping intact the amend- 
ment regarding public subsidies annually authorized by Congress. 

Our union supports the recommendation in H.R. 15511 to place the 
Postal Service under the Administrative Procedures Act and supports 
Congressman Ford's position that notice in advance be sent to Congress. 

The bill's proposal that would give the Postal Service the right to 
represent itself in court without prior consent of the Attorney General 
is long overdue. We support that proposal also. 

Now, Mr. Chairman, we urge the inclusion of the following amend- 
ments to H.R. 15511 not now in the proposed legislation which deal 
primarily with the labor-management section of the act: (1) We would 
request and recommend including the following language bringing 
the USPS under the National Labor Relations Act, as amended, sec- 
tion 502 which was inadvertently left out of the legislation: 

XothiriK in this Act shall hp construed to rerniire an individual employee to 
render labor or service without his consent, nor shal' anything in this Act he 
constinied to make the quitting of his labor by an individual employee an illegal 
act: nor shall any court issue any process to conii>el the performance by an 
individual employee of such labor or service, without liis consent; nor shall the 
quitting of labor by an employee or employees in good faith because of abnormally 
dangerous conditions for work at the place of employment of such employee or 
employees be deemed a strike under this Act. 

That language would allow postal workers to withhold their services 
in the event they are compelled or ordei-ed to work in an unsafe job or 
in an unsafe area. The provision is alreadv in tlie National Labor Rela- 
tions Act. That kind of withholding of labor is not construed as a 
strike. 

I do not have to take up a lot of your time; I have appeared before 
your committee Ijefore, and I have talked aljout postal safety and the 
postal safety record. You are fully cognizant of it. It is about 14. That 
means there are about 14 injuries for every 1 million man-hours worked 
in tlie Postal Service. Industries much, much more dangerous than 
the Postal Service, have accident frequency rates of three or four or 
two. So this is the reason why I am offering the amendment. 

We, futhermore, Mr. Chairman, would like to amend section 410 
(b) (1) of title 39, United States Code, to read as follows: 

(b)(1) Section 552 (public Information), section .?110 (restrictions on em- 
ployment of relatives), section 3333 and chapters 71 (employee policies) and 73 
(suitability, security, and conduct of employees), except that section 7311 (3) 
and (4) shall not apply to iwstal employees, and section 5532 (dual pay) of title 
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5, except that no regulation issued under such chapters or sections shall apply 
to the Postal Service unless expressly made applicable. 

And once again, to explain that technical lepnl lanafiiage vrhero 
our proposal would give postal employees the right to strike. And in 
my supplemental statement, I have given you a historical background 
of the conditions in the public sector of the United St^ites and how in 
an evolutionary fashion employees in public jurisdictions other than in' 
the Federal jurisdiction—I am talking about State, county, municipal 
jurisdictions have l>een given this particular right under cert^iin con- 
ditions. Again, as you know, in the past, we have appeared before vour 
committee and other committees suggesting that Congress look hard 
at this proposal of a limited right to strike. 

The next section that we are proposing to amend, of coui-se, is the 
one which would give us the light to negotiate union security agree- 
ments. 

Section 1209(c) of title 39, United States Code, shall be amended 
as follows: 

"(c) Each employee of the Postal Servioe shall have the ripht, freely aiicl 
without fear of pennlty or reprisal, to form, join, and assist a lal>or organization 
or to refrain from any suoh activity except to the extent that such right may be 
affected by an agreement requiring membership in a labor organiailion as a 
condition of employment as authorized in section ir),S(a) (.S) of sulx-hapter H 
of chapter 7 of title 29 which section shall not be doomed inconsistent with any 
other provision of this title except as modified by section 1210." 

And I have proposed language here which has been adopted bv the 
Congress recently when they passed legislation covering, for the firet 
time, 1,700,000 employees wlio work in nonprofit private hospitals 
and nonprofit private nursing homes. And the Congress handled, I 
thought, very adequately, tliis issue of Union Security. It allowed those 
persons who because of religious tenents and beliefs who do not want 
to join unions, it gives them an opportunity to not have to pay union 
dues if their religiovis beliefs prohibit them from doing that. 

And it makes other suitable arrangements, for theni to do some- 
thing in that respect. 

And so those three amendments, we lay before your committee for 
consideration. 

[The amendment follows;] 
An amendment to Title 39, Unitod States Code which adopts tlie following 

additional section as section 1210: 
"Any postal employee who is a member of and adheres to established nntl 

traditional tenets or teachings of a bona fide religion, body, or .<(•(•( which \u\>i 
historically held conscieritions objections to joining or financially siipporliiig 
labor organisations shall not be reqnired to join or flminciall.y snjiport iuiy Inbor 
organization as a condition of employment, except that such employee iiiny lie 
required, in lieu of periodic dues and initiation foes, to pay sums equal to such 
dues and initiation foes to a noni'elitnous charitable fun<l oxonipt from faxiition 
under .section 501 (c) (.3) of the Internal Revenue Todo, dosignnteil liy Ibo Ijjlior 
organization, or if the Inbor organization fails and refuses to designate such a 
fund, the employee shall comply with alternative arrangements mutually agreeil 
upon by such employee and such labor organization," 

Mr. Chairman, you must remember along with: (1) gelting the 
Po.stal Service out of politics, (2) providing the Postal Service with 
a means of getting capital funds, and ('!) cstabli.sliing a fair and 
equitable rate-making structure for all u.sers of mail, the fourth major 
purpose of the postal Reorganization Act and the one most instru- 
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mental in getting the legislation enacted was a modem labor relations 
system with real collective bargaining. 

In the 4 years since enactment of the legislation, none of the four 
major purposes of the Postal Reorganization Act have been fully 
realized. And it is for this reason our union supports your H.R. 15511 
with the exception of the private expressed, statutes, provisions. And 
this is why we ask you to consider tJiese additional recommendations 
that we are making. 

Substantial improvements in employment conditions are required 
in the U.S. Postal Service. A major effort must be undertaken to 
improve the quality of life within the postal work place and to elimi- 
nate the dull, monotonous, and repetitive nature of postal employment. 
Moving the mail is a vital function in our Nation; and postal workers 
should not be made to feel as if they are machines or, at best, indus- 
trial prisoners. Backward management practices in the discipline area 
must be eliminated and noise, dust, and other health and safety hazards 
must be promptly eliminated as well. In short, there must be a radical 
transformation of the work environment of postal workers. 

A monumental improvement in contract enforcement must be 
accomplished, and that is the prime purpose of the three amendments 
which we offer. It is not enough to have rights on paper that are not 
lived up to by management. TJnless the unions have an opportunity to 
enforce their agreements effectively within the postal facilities, the 
agreements will become mockeries. 

Those provisions for the right to strike, the provisions for union 
security and the provisions that would allow a postal employee to with- 
hold his labor when he is confronted with some of the disgraceful 
safety condtions in the Postal Service is the kind of—and I put it 
bluntly—power that postal workers and their unions need in order to 
have equity with postal management. "Who, now, run the Postal Service, 
as it has been said here by some of the previous speakers, without 
benefit of any reigns from any source ? 

A recent study has been made by the Congress which specifically 
details the failure of the U.S. Postal Service to provide the continuity 
of management which was supposed to have been established as a 
result of the enactment of the Postal Reorganization Act. This failure 
to provide continuity of management is responsible for the poor per- 
formance to date of the U.S. Postal Service. I hope this fact stops the 
IT.S. Postal Service's convenient excuse that because the Postal Service 
is a labor intensive industry, it prevents the U.S. Postal Service from 
coming to grips with its service problems. This is nonsense and the 
report exposes the real culprit—failure to provide continuity of 
management. 

The U.S. Postal Service cannot blame postal workers for deteriora- 
tion in service. T happened to be in Seattle, if I go off this statement 
for a minute, Mr. Chairman, last week for several arbitration hear- 
ings. And Seattle happened to be the locale at that particular time 
last week where the National Association of Postmasters were having 
their convention. It was quite interesting, and that is why I have 
gone off my statement because I say here the U.S. Postal Service can- 
not blame postal workers for deterioration in the service. A Senior 
Assistant Postmaster General appeared at that convention, and he 
made quite an ado, quite a talk, about productivity and about an 
alcoholic problem in the postal service. 
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Now, these are ray words, these aren't his—what I am going to say 
next. It was perfectly obvious to me, what came through some of the 
nice words, was an indictment of postal workers that they are nothing 
but drunks and goldbricks. You have a labor intensive mdustry, and 
you have got to understand the dimensions of that labor intensive 
industry and the transfer or transition of that labor intensive industry 
to a capital intensive industry is ^oing to take some sensitivity on the 
part of management. And these kinds of things aren't going to help the 
situation. 

Back on my statement, postal unions should be consulted on all 
phases of management decisionmaking, even outside the area of col- 
lective bargaining. 

And, again, off my statement, Mr. Chairman, postal workers 
know as much as postal management about the needs of postal 
risers and postal patrons. And I don't see why it is so difficult 
nor do I see why it should be considered as revolutionary the concept 
of what I call codetermination of policies and concepts and systems 
and procedures. Why is it so revolutionary a concept that postal work- 
ers and postal management should codetermine what the Postal Serv- 
ice needs in order to provide an efficient and reliable Postal Sei-vice. 
I don't think that is revolutionary at all. 

I think, this was the intent of the Postal Reorganization Act and 
has been ignored by the U.S. Postal Service. That act, as you know, 
•was the first major piece of legislation sine* the Railway Act of 1926 
whereby three i)aits were granted, you might say, commissioned by 
Congress to develop legislation, present it back to Congress, and have 
it adopted. And that kind of cooperation that existed at that par- 
ticular time, I don't know why it had to be siunmarily chopped off as 
soon as the act was passed. And we went through all of this business 
of creating these adversary situations. 

When they put the gag rule in, postal management became an 
adversary of the Congress. They tried to make postal workers ad- 
versaries of the Congress. When they got the Postal Reorganization 
Act, and we didn't get the right to strike, when they sat down at the 
bargaining table, they could give us a "take it or leave it" attitude. 
And that created an adversary situation which wasn't the intent of 
the legislation. All of these controversies have been thrust forth from 
top management decisions—I am talking now about the era of Post- 
master General Blount; it is true in some respects during this era of 
Postmaster General Klassen—that kind of adversary thing has been 
corrected slightly. But it hasn't been eliminated. And in my opinion, it 
should be totally and completely eliminated. 

There is no need for secrecy about the running of the Postal Service 
in any aspect of its operation or its fiscal administration or its capital 
investment. Unions and postal management were to fonn a partner- 
ship. This arrangement is needed if the Postal Service which is tlie 
major Government enterprise in this country is to continue to work. If 
this is not accomplished, the purposes set forth in the Postal Reorgani- 
zation Act are bound to fail. 

All we have got to do is look at the 4-year record. Back on my state- 
ment—there are many who would like to see it fail just as the same 
elements would like to dismantle the TVA. Indeed, private enterprise 
who are financing policies in this country are delighted that the United 
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Parcel Service has taken over much of the Pof5tal Service business as 
they would like to turn the whole Postal Service over to private enter- 
prise. Tliat is why we are so strong against any amendments to the 
postal monopoly, the private express statutes. This cannot be permitted 
to happen. Postel workers are committed to protecting the public 
interests. 

Postal management should, therefore, a^ree that postal unions and 
postal workers should have a larger say in managerial decisionmak- 
ing. This is a system of "codetermination" and not merely cooperation 
or consultation, as is spelled out in the legislatiA^e history of the Postal 
Reorganization Act. 

After all, the record of these past 4 years is clear. Postal workers 
have a far better idea of the needs of postal patrons than does postal 
management. Through the years, postal workers and postal unions 
have provided postal service to patrons despite the comings and goings 
of new postal management. 

This concludes my primary statement, Mr. Chairman. And, as I 
said earlier, which you gave your consent, I submit for the record a 
supplemental statement of background legislation in the public sector. 
State, county, and municipal juristlictions dealing with the right to 
organize, the right to recognition, right to certification, right to a 
labor agreement, right to union security, and right to strike. 

Thank you, Mr. Chairman. 
Mr. HANLEY. Thank you very much, Mr. La Penta. And as I indi- 

cated before, the entire text of your supplemental testimony will be 
contained in the minutes of this hearing. 

Your testimony was excellent. You covered a number of points. We 
are grateful for the endorsement of the legislation that I introduced 
with that one exception that you mentioned related to the monopoly 
and the private express statute. And to clarify that point, there is no 
intent at all that the traditional interpretation be changed. The pur- 
pose of that is to clarify and make certain that there will be no changes. 
So, if you will report to your people that we recognize the absolute 
essentiality of the U.S. Postal Service enjoying that monopoly if the 
institution is going to work. And the committee would fight off any 
effort that might substantially, or for that matter, in any degree change 
that. 

And the purpose of that language in the bill is to make clear that 
the interpretation in regard to newspapers and telegrams and cargo 
tliat has prevailed traditionally will continue to prevail. That is the 
sum and substance of it. 

Ml-. LA PENTA. I am glad to hear that, Mr. Chairman. 
Mr. IIAMLEY. The amendments that you have related to certainly 

will be taken under consideration by this committee. One relates to 
the safety factor, and you projected a figure of 14 ratins^s safety. 

Mr. LA PENTA. That is their accident frequency rate. That 14 repre- 
sents, as I said, tliei-e is 14 injuries, lost time injuries, for every 1 
million man-hours woi'ked. 

]\Ir. TTAXLEY. IIO^T does this compare with the private sector? 
Sir. LA PENTA. With the private sector, it doesn't compare f avorablv. 

In fact, it is one of the woist rates both in the private and in the public 
sector. Thei'e are some private sector areas tliat are as high as the 
Postal Service, but most of them are lower. In the Federal Government 
area, no one comes anywhere near the terrible Postal Service record. 
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I think the closest is the Navy, and it is something like either 4'/^ or 5. 
Most of the Federal Government agencies are down below 1. 

Mr. HANLEY. We have related to the Postmaster General on a num- 
ber of occasions the essentiality of the institution getting into con- 
formance with OSILV; that we impose some very severe penalties on 
the private sector if they violate any of the provisions of OSHA. So 
•we, as a governmental agency, obviously, should be setting a good 
example. And in a immber of instances, shortcomings in specific facili- 
ties are called to our attention. And I am advised that those pi-oblems 
were corrected and that the V.S. Postal Service was moving along 
progressively with its effort to bring all of its facilities into absolute 
conformance with the mandate of OSH A. 

^Ir. LA PEXTA. Of course, we have problems all over the country, 
but one of the first that we brought to their attention were some facili- 
ties in your particular area and adjacent to your aiva. 

Let me say this in response to your query. I must candidly and 
honestly say Postmaster General Klassen has gotten the word. lie lias 
given top attention to this problem because of our representations, be- 
cause of your representations. And he has given it top level attention, 
but it is not enough. Enough is not being done. We have got to move 
more rapidly in bringing this down, not only from the standpoint of 
human suffering, but of the cost of $120 million I think it cost tiie 
Federal Government in the last fiscal year; $60 million of that was 
Postal Service; $C0 million is a lot of dough; over a 10-year period that 
is S600 million. 

Mavbe we will recover the bulk mail facility investment when it 
won't any longer be able to operate. Maybe we will recover that $1 
billion over the next 10-year period if the safety record is improved. 

Mr. IL\NLEY. Well, the committee will certainly give a great deal 
of attention to this matter. And if it is detei-mined that the agency 
is not moving positively and quickly in the direction of bringing its 
facilities into confornumce, at the time of the next Congress when 
the OSHA amendments are under consideration, we can make quite 
sure in the language of that these same rules apply to all Govermnent 
facilities that apply to those in the private sector. 

Quite unfairly, we impose penalties and extract certain criteria 
from the private sector that we do not do ourselves. So wo will cer- 
tainly ride herd on that. 

Now, with regard to the gag rule—I think that you referred to it— 
from your observation, are employees still reluctant to communicate 
with Members of Congress? 

Mr. LA PENTA. Yes, I think there is still a spillover from that, 
although, as I say, I think Postmaster General Klassen has taken 
the bite out of that, so to speak, that formerly existed tliere. 

But yes, to answer your qucb'tion directly, I think there is still a 
residual of that. 

Mr. ITAXLKY. DO you want to specifically comment on the morale of 
postal employees since the advent of the Keorganization Act; that is, 
previous to it? 

Mr. LA PENTA. Yes. I think the postal workers' morale is still, in- 
sofar as their working conditions and insofar as their getting quick 
and swift justice under contract enforcement and contract adminis- 
tration, is still poor. And therefore, postal morale is still poor. Tliesft 
are noneconomic things. 

87-485—74 16 
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In the economic area, there have been improvements that have 
adjusted some of the problems that we were having with morale. And 
with the economic package that we negotiated in the last agreement, 
they have gotten some protections there, although not enough because 
even though with fine cost-of-living formula, that only represents 
about one-half of what the rise is in the cost of living. 

But there are a number of working situations and a number of 
contract enforcement situations which are contributing to keeping 
employee morale low. 

I^ow, there was a program, as you laiow—I forget how many hun- 
dreds of millions were appropriated or budgeted for cleaning up post 
offices and remodeling these old buildings while the new buildings 
were being built et cetera. That program, like the other things I have 
mentioned, has been initiated. And it is moving along much too slowly. 
And employee morale will be low as they have to continue to work 
in rather lousy workplaces. 

Mr. HAXLEY. Could you mention specifically some of the facilities? 
Mr. LA PENTA. I think you can go pretty much into any old facility 

and find high levels of noise, dust, dirt. 
Mr. HANLEY. Any facilities that are particularly bad, can you, off 

of the top, tell us about ? 
Mr- LA PENTA. NO, I can't give you if you are talking about spe- 

cifically. I am saying I think you don't have to have specifics in that 
you have X, Y, and Z. I think it is just the question those older fa- 
cilities still have the conditions we have talked about before. We've 
come up here before, and we all get that, give us a laundry list of the 
postal facilities. I guess we can always go out and come back with a 
laundry list. We did it before, and if you want us to do it again, we 
will do it again. 

Mr. HANLEY. We would like to be made aware if there are very 
specific instances where real shortcomings prevail. We would like 
verv much to know about them because it is a little hard for us to 
make our point if we have to deal in a general sense. As you can 
imagine, if we have it on the table, then we are in a position to question. 

So if there are facilities where conditions exist that are not being 
attended to, we would like very much to hear alx)ut it. 

Mr. LA PENTA. Most of the mechanized facilities, insofar as the 
noise level is concerned, I will tell you that right now is above the 
85 decibles that they say is safe. 

Mr. HAXLEY. Would this prevail, for instance  
Mr. LA PENTA. This is universal, I would think, in the Postal Serv- 

ice, that particular problem. 
The problem of dust and dirt, and crowded offices prevails primarily 

in the older offices. The problem of noise has not been improved. 
Mr. HANLEY. Have you had the occasion to spend some time in the 

Secaucus facilities ? 
Mr. LA PENTA. Yes, I have been around Secaucus, and I have been 

to a couple of the other bulk mail centers that were imder construction. 
In fact, when I went to Springfield, they wouldn't let me in the facility. 

Mr.HANLEY.Why? 
Mr. LA PENTA. I can't answer that. You will have to ask them. 
Mr. HAXI-EY. Who wouldn't let you in ? 
J[r. LA PENTA. Postal management. 
Mr. HANLEY. Well, with that, Mr. La Penta, on behalf of the com- 

mittee, our appreciation for your appearance and your interest and. 
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your excellent testimony. Certainly, yon are assisting the efforts of this 
coniniittee very much. Hopefully, working together, we can eveutually, 
and the sooner the better, evolve from the current dilemma. 

Mr. LA PENTA. I hope so. 
Mr. HANLEY. Thank you very much. 
Mr. IJA PENTA. Thank you, Mr. Chairman. 
Mr. HANLEY. With that, we conclude this hearing. The next hearing 

will take place on Wednesday, September 25, at 9:30 a.m. 
[Whereupon, at 11:30 a.m., the hearing recessed, to reconvene on 

Wednesday, September 25, 1974, at 9:30 a.m.] 
£The prepared statement submitted by Mr. La Penta follows:] 

PBEPARED STATEMENT OF JAMES J. LA PENTA, JK. 

Mr. Chairman and members of the committee, the suggestion that strilies 
are a legitimate method of bargaining in the public sector continues to cause 
•many students and public officials to raise their eyebrows and, in most cases, to 
•express a complete rejection of this concept. In order to more fully appreciate 
why strikes are a legitimate objective, it is necessary to review what has hap- 
pened to collective bargaining in the ijublic sector during the past 30 years. 

The changes that have occurred are primarily the result of a change in the 
atmosphere in the private sector that came about when the National Labor 
delations Act (NLRA)' was passed 39 years ago establishing the basic rights of 
employees in the private sector to organize into unifms and to be certified as 
:the exclusive bargaining representatives when a majority of the employees in 
•appropriate units want such representation. The NLRA provided machinery 
for protecting the rights of employees through unfair employer practices which 
would be enforced by the National Labor Relations Board. The NLRA also 
recognized the right to strike as a legitimate tool in the collective bargaining 

•process. The use of the strike in the private sector has never been a single-edged 
sword since the cost of work stoppages falls on the employee, except In tho.se 

•cases where the strike might be the result of an unfair employer practice. 
The attitude about unions in the public sector is pretty well described in 

•court decisions within the first few years following the enactment of the NLRA. 
One of the landmark cases of this era involved the membership of some 

'22,000 po.stal clerks of the U.S. Raihvay Mail Service.^ The isue was whether 
the postal clerks' organization was, in fact, a labor organization within the 
meaning of the New York Civil Rights Law which iirohibited organizations to 
deny a person membership by reason of race, color, or creed. In finding that 
the Association was a fraternal insurance society, the court concluded that 
the Association could not be a labor organization because such organizations 
•could not exist in the public sector. The court said in part: 

"To tolerate or recognize any combination of civil service employees in the 
government as a labor organization or union is not only incompatible with 
the spirit of democracy, but inconsistent with every principal upon which our 
government was founded. To admit as true that government employees have 
the power to halt or check the functions of government, imless their demands 
nre satisfied, is to transfer to them all legislative, executive, and judicial power. 
Nothing would be more ridiculous. Much as we are recognize the value and 
necessity of collective bargaining in industrial and social life, nonethele.'ss, 
such bargaining is impossible between the government and its employees, b.v 
reason of the very nature of government itself. The formidable and familiar 
weapon in industrial stri[f]e and warfare—the strike—is without justification 
when used against the government. When so iised. It is rebellion against con- 
stituted authority. 

The tone and thinking in the Railway Mail Annociation v. Murphy case 
was carried over b.v a number of courts in decisions Involving interpretation 
of constitutional rights to bargain collectively and in the application of these 
constitutional rights to state and local government employees. The principal de- 

1 Nntionnl Lalior Rplatlona Aft. as nmonflpd. 20 TJ.S.C. 151, Pt scq. 
2 rtoilirny Mail AgK'n v. Mttrphy. 44 NYC 2<1 601; reversed. Railway Mail Ata'n v. Coral, 

47 NYC 2d 404, affirmed 326 U.S. 88 (1945). 
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cislons In this area were the Miami Waterworks Local 654 v- The City of Uiami* 
aud Springfield v. Clause.' 

The basic concepts for a responsible system of labor-management relations 
were all rejected as illegal by the early public service court decisions. These 
include a declaration of iwlicy on the right to organize; a system for granting 
recognition to a majority organization; a granting of exclusive bargaining rights 
to a certified labor organization; the responsibility of the exclusre representa- 
tive to enter into collective bargaining agreements with the employer; the 
riglit to negotiate union security, including the checkoff of dues; a negotiated, 
grievance procedure with final and binding arbitration; and the right to strike 
on collective bargaining issues. 

Simple issues, such as recognition, became major stumbling blocks, even 
though a imion might liave been one hundred jjercent organized in a given 
division or department in the public sector. Most public ofiicials resorted to the 
excuse that the re(]uest was illegal or there was no statutory authority supiwrt- 
ing recognition, exclusive bargaining, \vi'itten agreements, etc. Over the past 30- 
years, the general atmosphere has clianged so that there is no question about 
the legal right of public employee!* to belong to a union. 

The public employee's right to belong to a union has been declared by two- 
federal courts as a constitutionally protected riglit.^ In the absence of law,. 
many oflicials still reject the concept of exclusive bargaining and many still 
object to collective bargaining. Most public employers continue to oppo.se any 
vinion security. Grievance processes are acceptable, but arbitration as a final 
step is still a major obstacle. 

The laws that have been adopted in the various states for public employee- 
recognition and bargaining have followed the basic concepts of the NLRA. Some 
have included new concepts of recognition, such as the Kansas Law of 1!)T1 ° 
which has formal recognition and comj)letely ignores the exclusive recognition 
which is the distinguishing feature of bai'gaiiiing relations as developed in the 
private sector. Most of the public employee collective bargaining laws have 
incorporated exclusive bargaining as the basis upon which employee organiza- 
tions would be recognized and negotiate with public agencies. These laws also 
provide for written agi-eements, whether in the form of collective bargaining 
contracts, memorandums of understanding, or other unique names to define tliese 
types of bilateral documents. The relationship of equal parties at the negotiating 
table is the cornerstone of any public employee collective bargaining law. 

Within the last few years, the concepts of union shop and/or agency shop have 
been adopted in several state laws and have been employed in some states even 
in tlie absence of specific autliority. For many years, the idea of resolving 
disputes in the grievance process through final and binding arbitration was 
totally unacceptable. This was primarily based on a legal theory that a public 
official could not delegate to a third party arbitrator the authority to make de- 
cisions which would b'nd him in his relationship with employees. 

The federal government, with Executive Order 100S8, approached the question 
of arbitration by giving recognized employee organizations the right to negotiate- 
"advisory" arbitration as a final step in the grievance process. Unions refused 
to even use advisory arbitration during the early years. Only after it was con- 
ceded tliat the agency head who made the original decision would not also have 
the right to accept or reject the advi.sory award did the unions agree to use this 
procedure. The latest amendment incorporated in Executive Order 11491 accepts 
final and binding arbitration as it is practiced in the private sector. 

It is obvious that there has been a complete swing in many areas of the pu'ilic 
sector away from the approach suggested by the court in tlie Railway Hail 
Asuoeiation v. Murphy case of 1943 to the general pattern established in the 
NIJBA. Legal obstacles are no longer raised to questions of recognition, to grant- 
ing exclusive bargaining, to establishing written agreements, to granting check- 
off, and to negotiating grievance procedures. 

The only area that continues to plague public ofiicials, attorney generals, and 
even the courts, is the question of strikes. There have been a number of state 
laws granting the right to strike and even court decisions that suggest the legal 
obstacles on the right to strike in the public sector are no longer as real as they 
were a few years ago. 

"• Minml Wntr.rworka Local 6Si v. The City of Miami, 157 Fla. 445, 26 S.O. 2d 194   105 
ALR967 (1946). 

* KliihiqfieUl V. Clause. 356 Mo. 12.39. 206 S.W. 2(1 539 (1947). 
"AFflOME V. Woodtoarg. 406 F. 2d 137   (8th Clr. 1969). Atkins v. City of Charlotte.. 

296 P. Supp. 1068 (W.D.N.C. 1968). 
"Knnsaa Public Employee Uelations Act, S.B. 333, L (1971), amended by S.B. 509, t 

(1972). 
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The public sector has made a fall awing from the views ot 1943 to the views 
«nd practices existing in 1974. 

HOW   THK  PUBLIC   SECTOR   K0-8TRIKE   CONCEPT  DEVELOPED 

Within a very short period following World War II, the United States Con- 
gress, as well as many of the state legislatures, reacted to the militant efforts of 
organized workers to reestablish an economic balance due to the federal controls 
experienced over wages and prices. The resulting strikes produced a political 
reaction for anti-union legislation. The Congress felt that the balance of power 
had swung too heavily in favor or organized labor so attempted by the provisions 
-of the Taft-Hartley Law of 1947 to reestablish a balance and did just that through 
•nnmerous restrictions on union.s.' 

At the time the United States Congress was considering the Taft-Hartley pro- 
visions, the various state legislatures throughout the country were accepting the 
•challenge of legislation which might dampen the spirits of organized labor under 
the state jurisdiction. The state legl.slative bodies soon determined that the 
United States Congress by its enactment of the Federal Labor-Management Re- 
lations Act had usuri>ed all of the authority which states had traditionally 
exercised. The one remaining area left for the state legislature was the field of 
state and local government service.?. Following World War II, there had been in 
some states, teacher strikes, garbage collector strikes, and threats of strikes even 
by police and. fire. The legislative bodies in eight states passed laws prohibiting 
public employees from striking against the state or its i)olitical snbdivi.sions." 

Most of the state laws included strong penalty provisions for violation.s. The 
Michigan law did incUule some provisions for resolving disputes in the public 
service. All other state laws were merely designed to penalize and offer no 
solutions to disputes that might result in work stoppages or any other type of 
interruption of the public service. Unions have always considered the Taft- 
Ilartley Act as being a strictly auti-union orientated act, but most of them are 
not aware or even concerned about the fact that in 1947, when employee orga- 
nizations in the federal service were struggling insurance dubs or social .societies, 
that the Congress saw tit to enact a provision in the Taft-Hartley law, even 
ihiiugh all the other rights and benefits of the law did not apply to the federal 
^ir state or local government employees, wJiich made it unlawful for any indi- 
vidual emidoyed by the United States or any agency thereof to participate In 
any strike." The penalty iiniH),sed by this law required that violators would be 
discharged immediately from their employment, and would forfeit their (Mvil 
Service status, if any, and would not be eligible for reemployment for three 
years by the United States or any such agency. 

The mere outlawing of strikes is not the answer. Tlie iienalty provisions of 
roost strike laws have made it impossible to use the enforcement provisions or 
have made It impo.ssible for the employees to return to work under the condi- 
tion.s imposed by the law. Secretary of Labor Willard Wirtz in commenting about 
the Condon-Wadlin Act'" of New York State said: 

"The Condon-Wadlin Act is a glaring illustnition of the unfairness, the 
absurdit.v, and the ineffectiveness of outlawing the strike without any provision 
whatsoever for alternative procedures settling the honest and legitimate Issues 
which might cause a strike." 

The various state public emjiloyee relations laws adopted, beginning In 1!)59 
with the State of Wisconsin, acceptetl the coumion law concept that strikes were 
illegal In the public sector. The Wi.sconsin law merely stated that strikes w«re 
against the pulilic policy of the state, but outlined no penalties for employees 
or unions engage<l In .strikes. 

New York State, through its Taylor Act," modified the restrictive provisions 
In its Condon-Wadlin Act by continually outlawing strikes, but changing the 
procedures by which penalties would be Imposed. Tinder the New York Taylor Act, 
unions and iniion officials could be found in violation and heavy fines Imposed, 
as well as prison .sentences. 

' L.il>or-MaDaepmpnt Rplntlons .\ct of 1947. as amenrtert by Piibllr T,aw R<V 2(17, (10R(». 
* MlphlBan. Vlrplnla. New Yorls, Ohio. Ppnnsylvanla. Tpxnn. MlnKOiirl nnil Ni>l>rnaka 

had j^rneral no-atrlke lawg. Missouri and Nebraska lawK have been repealed. 
"Seetlon .105 Labor-Management Relations Act 1947, as amended by Public Law 

8«-2.';7 (19.58). 
"• <V>ndoiiWadlln Act. S. 108 Civil Service Ijiw, amended by Chap. 391 L. (1047). 
" New York State Taylor Act. Cb. 392, (1902). 



226 

The State of Michigan, In adopting a comprehensive public employee relation* 
act, continued to outlaw strikes, but provided machinery for resolving collective 
bargaining or impasse disputes through mediation and fact finding. 

The Wisconsin legislature recently adopted an amendment to its public em- 
ployee bargaining law which permits recognized unions and employers to nego- 
tiate "a fair share" provision (agency shop). In order to obtain the necessary 
political votes for the fair share concept, the lobbyists and the unions agreed to 
an amendment to the no-strike section which would Impose penalties of $10 a day 
against each employee found to be in violation when an Injunction had been 
issued. Since the passage of the Wisconsin amendment, there has been no effort 
to impose or collect hte $10 fine, although a number of strikes have occurred. 

The most significant developments have occurred in the States of Pennsylvania, 
Hawaii, and Vermont where the legislatures adopted public employee bargaining 
laws which authorize public employees to engage in strikes under certain condi- 
tions. These three states have recognized the fact that the outlawing of strikes 
has not been successful. These states accept the fact that if collective bargaining 
is to mean anything, the parties must have equal power in the bargaining process- 
and that the dice cannot be loaded in favor of the public employer. 

EESTRICTIONS   ON   THE  RIGHT  TO   STRIKE ABE  INEFFECTIVE 

The federal government which has prided itself as a model employer is one 
that has had strong prohibitions against the use of .'Strikes. Two major shutdowns 
have forced the government to concede that laws prohibiting strikes do not 
prevent them. The federal law, 5 TJ.S.C.A. 7311 provides: 

"An individual may not accept or hold a position in the Government of the 
United States or the Government of the District of Columbia if he—(3) par- 
ticipates in a strike or asserts the right to strike against the Government of the 
United States or the government of the District of Columbia ; or (4) is a member 
of an organization of employees of the Government of the United States . . . that 
he knows asserts the right to strike against the Government of the United States." 

The United States Court of Appeals in the NALC v. Blminf case^° held thnt the 
oath requiring federal employees to assert that they would not strike violated 
the First Amendment of the United States Constitution. The court also held that 
public and private employees had no constitutional right to strike. 

When the postal strike occurred in March of 1970, President Nixon Instructed 
the Postmaster General to enter into immediate negotiations with the postal 
unions. The President played the role of a cool employer when he issued ordersr 
for the Army to take over the function of distribution of the mail and at the 
same time offered ot the postal employees negotiations with no reprisals for their 
"unlawful" actions. 

In spite of the fact that the federal government considers it a felony to strike 
against the government and subjects the offender to a possible year and one day 
in jail and a $1,000 fine, neither of these weapons were used against the striking 
employees. 

The result of the strike was meaningful collective bargaining on wages; a 
subject that was not considered negotiable under Executive Orders 100S3 or 
11401. The Postal Reorganization Act" was passed to resolve the striking issuesr 
resulting in pay increases and a Congressional Act putting po.^tal workers under 
the provisions of the NLRA. 

The experience of the Air Traffic Controllers in conducting a strike was not 
quite as effective as the strike against the Post Office Department. The principal 
reason was because of the apparent lack of organization among air traffic con- 
trollers and the militant position taken by the federal government to break the 
strike. Efforts were made following the strike to destroy the union and to penal- 
ize individual employees for the violation of the no-strike law. 

There is no question that federal agencies are now better prepared legall.v 
and organizationally to take a strike whether it is at the national level or in a 
local activity. Most federal agencies, including the Postal Service, have drafte<l 
strike organization plans so that the activity may continue to function on a 
limite<l basis by the use of supervifors and other managerial-type employees. 

Tlie Federal Timex for March 14, 1073, reports that the Army at Ft. Belvoir, 
Virginia, is ready for a strike. The official document is not for general distribu- 
tion, but offers suggestions on the way management could handle a work slowdown: 

12 ,V..l LC V. Blount, .305 P. Supp. 546 (1969). 
« Postal Reorganization Act, Public Law 91-375, (1970). 
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or work stoppage. Warnings are offered to those who refuse to cross over picket 
lines under "protective escort." L'nion officials will be questioned by uiauage- 
ment and their conversations will be recorded as well as a chronology of events. 
Detailed records of events that occur, conversations with labor officials and em- 
ployees who participated in the work stoppage are to be made a part of tiie 
record for future actions. Supervisors will immediately suspend individual em- 
ployees and management is instructed that it is "taboo"' to negotiate with union 
officials for the purpose of ending the strike. 

The State of Ohio, through its Fergu.son Act," has one of the most restrictive 
no-strike laws of any of the .50 states. The law is similar to the former New 
York liHT Condon-Wadlin Act prohibiting strikes, discharging employees who 
engaged in strikes, and, if they are reinstated, returning them to work without 
any increase in pay and probationary employ for a period of years. The strict 
limitations on the right to strike have not reduced the number of strikes. As 
a matter of fact, in the state and municipal services in Ohio there are as many, 
if not more, public employee strikes than in any other state in the country. At 
no time have the i)enalties of the Ferguson Act been applied aganist any strik- 
ing employee. Probably the major reason for strikes in Ohio is that of estab- 
lishing the right to be recognized and the right to enter into bargaining relations 
•with the public bodies. The Ferguson Act does not address itself to the.se issues. 

The Laborers' International Union, as a representative of employees in the 
City of Cleveland, Ohio, has in fact been invited by politicians to strike in order 
to make a case with the taxpayers for the necessity of increasing the municipal 
tax rate. In these situations, the subterfuge of the "sick-in" and "blue-flue" was 
used to avoid any suggestion that the employees were actively engaged in a 
strike violation of the Ferguson Act. 

THE  TECHNIQUES   USED  BY   EMPLOYERS  TO   STOP   STRIKES   AKE   INEFFECTIVE 

For many years strikes, whether in the public or private sector, were con- 
sidered a part of an illegal conspiracy and, therefore, subject to injunctive 
restraints. With the passage of the Norrls LaGuardia Act,"^ the use of injunc- 
tions through the federal courts -to prevent strikes was outlawed. The Norris 
LaGuardia Act only applied to employees in the private sector. In the past few 
years there have been a few cases where state anti-injunction laws have been 
interpreted to prohibit the issuance of injunctions in public employee strikes. 

Public employees who resort to strikes to achieve recognition or economic 
benefits soon find that the common law concept prohibiting strikes in tlie public 
sector is the basis upon which restraining orders and injunctions are issued 
without hearings. 

Some unions have attempted to reverse the effect of injunctions and the usual 
contempt orders which follow injunctions by making labor martyrs out of 
officers and members. The "Eugene Debs" of the 1970's is the president of the 
Teachers' Union who is found in contempt of court and gladly serves a 60-day 
jail sentence to dramatize the cau.se of several thousand teachers who want 
fair treatment from the school board. The labor heroes in the puldic sector 
are leaders who are fighting for basic right established by the NLRA for pri- 
vate sector employees 39 years ago. Public employers' major weapon after in- 
junctions are issued is threatening striking employees with jail sentences and 
defiance of restraining orders against strikes. 

Recently, the general counsel for a great mid-western university, which was- 
refusing to grant employees of the university the rights provided by law, 
threatened to fill up all the jails in surrounding counties, if necessary, unless 
employees returned to work and dropped their demands. 

It is apparent that the imposition of penalties, such as provided in the Wis- 
consin law or the severe penalties in the Ferguson Act of Ohio, do not prevent 
strikes and surely do not settle strikes. 

Public employees and their unions generally have no relief in impasse situa- 
tions other than withholding services. The public employer admittedly has no 
profit motive, but in most situations, the public employer is not hurt economi- 
cally and welcome a strike because it cuts down on the operating costs for the 
period employees are off the payroll. 

In spite of the number of states adopting no-strike policies, some with severe 
restrictions and penalty provisions, the number of strikes in the public sector 

"Ferguson Act, Ohio Revised Code Sections 717.03, 4117.01-4117.05  (P. 1954). 
" Norris LaGuardia Act, 47 Stat. 70 U.S.C. 29, Sections 101-115 (1932). 
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aias increased in the last ten years to the point that public sector strikes are 
the area of major disruption in the work force. The solution to the issue is not 
penalties, but providing machinery for resolving impasse issues short of strikes. 

GOOD FAITH BAEGAININQ IS THE ANSWER TO NO STRIKES 

There is no question that collective bargaining, whether It is defined as col- 
lective negotiations, "meet and confer," or any other term, is the way of life 
for labor-management relations In the public sector. 

Professor Archibald Cox, Harvard University, has suggested that the right 
to strike is the ". . . motive power which makes collective bargaining work." 
If collective bargaining is to replace collective "begging," or social clubs en- 
gaged in lobbying with Congress or the state legislatures, then we must develop 
the concepts essential to collective bargaining; namely, the right to strike. 

Hawaii, facing the question of the right to strike in adopting the Public Bar- 
:gaining Act in the spring of 1970," conceded that recognized unions would have 
the right to strike, but that this right would be limited to the unions' 
exhausting mediation and fact finding through the Public Employee Relations 
Tioard. The Act specifically spells out certain "cooling off" periods, but upon ex- 
Tiaustion of the procedures set forth in the Act, the employees would have the 
right to conduct a legal strike. The Labor Board could determine whether the dis- 
ruption would endanger the public health or safety and, if so, might issue an order 
to protect the public in this respect. 

It is the position of our Union that reasonable limitations on the right to strike, 
especially as they provide for machinery of mediation, fact finding, and arbitra- 
tion should be made available when the right to strike is granted. Our complaint 
is that most of the no-strike legislation is completely void of any constructive 
solution, short of punitive action by court orders, to completely destroy the union 
or to make bargaining ineffective. 

THE MAIL HANDLERS DIVISION SUPPORTS H.B. 1282   aild   H.R.   6312 

Our ITnion vigorously supports H.R. 1282 and H.R. 5312. 
First and foremost, we remain firmly committed to the necessity that Congress 

recognize that postal workers are entitled to enjoy "the right to strike." It did so 
Informally in its resolution of the postal strike of 1970, and the time has finally 
come when it should take formal action to do so. For, just as in the case of rail- 
road workers, truck drivers, and public employees in several states, we believe 
that the right to strike is an essential ingredient in making American industrial 

•democracy work. 
For the fact of the matter is that the absence of the right to strike is one 

reason why the unions continue to seek redress in Congress for some of the ills of 
the Postal Service. 

Let me add that another reason, which has not been suflSeiently explored, is that 
the Po.stal Service has failed to play by the normal collective bargaining rules 
•and has sought to undermine our collective bargaining relationship by imposing 
a flat ban on hiring in the Postal Service. 

This ban has caused a multitude of contractual violations in the areas of man- 
ning, leave, compulsory, and excessive overtime. These violations are presently 
lieing tried before an arbitrator and, therefore, I will not elaborate before this 
Subcommittee except to say that the hiring freeze is the type of violation that 
even the most sophisticated labor relations arbitration system would have dif- 
ficulty in remedying. Rather, it tends to be an irremediable wrong which has 
done extraordinary damage to employee morale, productivity, and efliciency. 

There are some other areas that deserve statutory considerations: 
For one thing, under Section 1207a) and b) of the Postal Reorganization Act, 

if the parties fail to reach agreement by the termination of their present con- 
tract, the unions are forced to work without a contract until there is a settle- 
ment at the bargaining table or arbitration is completed. This means that the 
-dispute settlement machinery of the statute is incapable of guaranteeing that a 
new contractual settlement will have been arrived at or arbitration completed 

" Hawaii Public Employees Collective Bargaining Act, GERK No. 349, E-1,  (May 18, 
1970). 
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by the time the existing contract expires. Ton will recall that it was working 
^vithout a contract under Executive Order 11491, that had much to do with the 
occurrence of the 1970 postal striive. If the statutory timetable could he revised, 
a long step forward toward stabilizing labor relations in the i'ostal Service would 
be accomplished. 

Another vital area where an amendment is recjuired is with regard to union 
security. Congress has thrust upon the incumlient postal unions a vast responsi- 
bility for protecting the riglits of more than 000.000 postal employees, yet it has 
not given them the wherewithal to advance and protect those rights. As this 
Subcommittee knows, the unions are under a statitory duty to represent em- 
ployees within their bargaining units fairly, honestly, in good faith and without 
hostile discrimination. It is costl.v for them to i)erform these dutes, and under 
the present structure, the financial burden of meeting these ol)ligations is met 
on a voluntary basis by tliose employees wlio see fit to contribute to the unions' 
resources. Therefore, a statutory provision is at least required which would 
impo.se the equivalent of an a.ssessment upon all ])ostal employees who are within 
the bargaining units, to be used by the incuuilient unions to protect the overall 
interests of the employees they rejiresent. This would not require union member- 
ship but only financial sui)i)ort to the union. It is unfair to permit tlie present 
situation to continue with "free riders" who receive the l)enelits of traveling on 
tlie union train without having to pay any fare. 

Finally, we want to make a recommendation which, if adopted, would amend 
the Postal Reorganization Act. In the preparing of the I'ostal Iteorganization Act, 
the draftsmen failed to include a critical provision of the National Labor Rela- 
tions Act, as amended. This portion of Section 502 provides that: 

"The quitting of labor by an employee or emplo.vees in good faith becatise of 
abnormally dangerous conditions of work at the place of employment of such 
employee or employee.s [shall not] be deemed a strike under tliis Act." 

The intent of tliis provision is clear on its face. It seeks to protect workers 
from the claim that tlieir refusal to perform hazardous work constitutes a strike. 
This provision has been law in the private sector for more than 25 years, and 
has been an effective protection gainst unsafe and hazardous working conditions. 
Its application to postal workers seems to me to be critical in light of what is 
acknowledged to be an extraordinarily poor safety record on the past of the 
Postal Service and the fact that it is not uncommon for postal management to 
tell postal workers that they must i)erform ultra-hazardous work subject to their 
right to grieve later, which obviously may be too late! 





PROPOSALS TO AMEND THE POSTAL REORGANIZATION 
ACT OF 1970 

WEDNESDAY, SEPTEMBER 25,  1974 

U.S. HOUSE OF RKPRE-SENTATIVKS, 
COMMITTEE ON POST OFFICE AND CIVIL SERVICE, 

SUBCOMMIITEE ON  PoSTAL  SERVICE, 

Washington, D.C. 
The subcommittee met at 9:30 a.m., in room 210, Cannon House 

Office Building, Hon. James M. Hanley (chairman of the committee) 
presiding. 

Mr. HANLEY. This morning the committee resumes its hearings on 
PI.R. 15511 and our first witness this morning is the Honorable J. 
Edward Day, general counsel. Associated Third Class Mail Users. 

Mr. Day, it's a pleasure to have you with us this morning and with 
Tocognition of your outstanding background on this subject matter 
I am confident that your testimony this morning will prove most inter- 
esting and certainly most helpful to the deliberations of this committee. 

STATEMENT OF J. EDWARD DAY, GENERAL COUNSEL, ASSOCIATED 
THIRD CLASS MAIL USERS 

Mr. DAY. Thank you, Mr. Chairman. 
My name is J. Edward Day. I am a partner in the law firm of Cox, 

Langford & Brown, 21 Dupont Circle NW., Washington, D.C. 20030. 
Our firm represents Associated Third Class ]\Iail Users, a trade asso- 
ciation of about 600 users, large and small, of bulk third-class mail 
both regular rate and nonprofit rate. I am appearing as general 
•counsel of that organization. 

We favor most of the provisions of H.E. 15511. We have some 
important amendments and additions to suggest, and I will discuss 
some of those in detail. 
Addressed advertising circulars should he exempted from the postal 

monopoly 
My reason for discussing this subject first is because third-class mail 

has been hit with rate increases in every year but one since 1967, and 
we are desperately in need of getting out from under the Postal Service 
monopoly. 

Just to show how arbitrary the Postal Service is in applying the 
Private Express Statutes to us, they don't look at the contents of an 
advertising circular to see whether they consider it to be a letter—but 
they look at how it is addressed. How an address can make something 
a letter that is not otherwise a letter I cannot fathom. 

(231) 
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Section 7 of H.E. 15511 provides for various exemptions from the- 
postal monopoly but leaves our form of advertising mail, bulk third 
class, subject to the monopoly and captives of the Postal Service and 
its skyrocketing rates. 

We in ATCMU prefer to love everybody as far as other mail user 
groups are concerned. As a matter of fact, our ATCMU proposal to 
the Postal Rate Commission is to reduce by 50 percent the permanent 
rate increases for all classes of mail. 

We aren't criticizing or challenging any other class of mail. But we 
are deeply and urgently concerned about the continuing and ac- 
celerating discrimination against third-class mail. This is particularly 
difficult for us to understand in view of the fact ton management of the 
Postal Service has said recently: "Direct mail adN^ertising is a xjrotit- 
able business for the Postal Service," and that third-class mail helps 
to keep the rates for first-class mail from going even higher. 

But by an act of blatant discrimination the Office of Management 
and Budget brought about a denial of phasing for third class. This has 
already cost third-class mailers hundreds of millions of dollars in rate 
increases over what the act intended we should pay. This highhanded 
action by 0MB in discriminating against our type of advertising mail 
was very comparable to an enemies' list operation. The purported x-ea- 
sons given by 0MB for its action were definitely contrary to the facts. 
But, whatever the reason for this raw deal, other nonpriority classes 
got phasing and third class didn't. 

S. 411 threw a bone to third class—but it was a very small and a very 
dry bone. It didn't even purport to give us any phasing stretchout as it 
did for other nonpriority classes. It certainly didn't guarantee that we 
would ever get any phasing at all for the one full fiscal year that is 
left in our potential phasing scliedule. 

There are compelling reasons for third class to be exempted from the 
Private Express Statutes. The basic justification for the postal 
monopoly is to protect first-class mail from cream-skimming so that 
Aunt Minnie's cost for mailing an individual letter won't escalate too- 
rapidly. But Aunt Minnie doesn't mail advertising circulars in bulk. 

We can't even deposit our mail in collection boxes. Isn't it rather 
ridiculous to say an item is a letter but the mailer can't put it in a 
mailbox^ 

Bulk third-class mailers are paying a postal rate which is 209.T 
percent of attributable cost. We have had rate increases aggregating" 
520 percent since the early 1950's. So we have a pressing need for 
alternative means of delivery as an escape from exorbitant Postal 
Service rates. Since we are not getting rate phasing, this means the 
rates we pay are still more unreasonable. 

Mr. Kappel, the former chairman and chief executive officer of the 
American Telephone & Telegraph Co., in his capacity as Chairman of 
the Board of Governors of the Postal Service, advocates that the 
postal monopoly on carrying of letters should be preserved intact and 
undisturbed. 

But Mr. Kappel should remember that privately owned public 
utilities, including A.T. & T. from which he came, have never believed 
that a nationwide or ar'eawide communication or utility system,, 
operated as a business, could serve rural localities of low density popu- 
lation at national or areawide uniform rates. As a result of this hard 
line position of the utility companies, rural areas got electric and tele- 
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phone service only through congressional action in establishing the 
rural electrification system in 19;55 and the rural telephone system in 
1949 with Federal Government assistance and subsidy. 

The Postal Service, with its new overriding emphasis on break-even 
operations, is allowed to use tiie Private Express Statutes to hold users 
of third-class mail captive. 

It was one tiling to give the Post Office an all-inclusive monopoly in 
the daj's when it was operated as a public service Government agency, 
and another thing to continue sucli a monopoly when the Post Office 
has been changed to a business-type organization primarily motivated 
by a break-even goal. 

For many yeai'S there were two distant concepts about the postal 
establishment: (a) the public sei-vice concept which put the main em- 
phasis on good service to all users of the mail, wherever located, at 
reasonable rates, and (b) the break-even concept which put the over- 
riding emphasis on budget balancing even if it meant precipitous rate 
increases in i-apid succession. "With the acceptance of the postal cor- 
poration legislation in 1970, the self-sufficiency concept triumphed 
and tlie Winton Blount break-even obsession became postal policy. 

The abandonment of the public service concept has made many 
aspects of the postal monopoly irrelevant and irrational. As we can 
see by the newspapers, the administration is insisting that even 
A.T. & T. sliould be made to accept competition. There is no reason 
why the Postal Service shouldn't be treated the same. 
l^h-e Public Service Subsidy Should Be Increased and Rate Increases 

Should Be Subject to a Celling 
. We endorse section 1 of the bill which would authorize an annual 
appropriation to the Postal Service of 20 percent of operating ex- 
penses. However, this will only partially solve the problem. Because 
it is becoming apparent that postal spending is largely out of control. 
The Postal Service can run up its costs with no restraint imposed 
upon it by Congress—and then pass on these escalating costs to cap- 
tive mail users in higher rates. 

What is needed, in addition to the higher subsidy, is some type of 
realistic ceiling, keyed to the general economy, on future rate increases. 
We suggest limiting all future percentage increases for any class or 
subclass to the percentage increase in average per capita income since 
the last rate increase for that class or subclass. 

In a speech before the Western Postal Customer Conference on 
April 18, 1974, the Assistant Postmaster General J. T. Ellington 
stated: 

In essence, the Postal Service holds the position that postal prices should not 
be allowed to run ahead of the economy any longer. Over the long run, it is crit- 
ical that postal prices stay constant in relation to the costs of other goods and 
services. We have been going through a "catch up" period for the past few years, 
but we are at a point now when we are beginning to be "caught up." The level 

•of employee compensation and benefits, the preponderant portion of our total 
«osts, is, generally sijeaking, quite competitive to the private sector. Our objec- 
tive, therefore, is to hold total costs, and ther'ehy our prices, to increases that 
are no greater than the consumer price index over the long run. 

We feel that the percenta.<re increase in average per capita income 
provides a more realistic ceiling than the consumer price index. But 
either basis for a ceiling would introduce some overdue discipline 
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into Postal Service cost escalation. The important thing is to have a 
ceiling which would force the Service to think twice about launching 
extravagant schemes—such as the bulk mail system. 

A ceiling would not in fact hobble the Postal Service by putting it 
in a complete financial straitjacket. The Service has authority to ask 
for furtlier appropriations as they in fact did a few months ago to 
retrieve money they complained tliey were deprived of by the Cost 
of Living Council. The Service has authority to borrow from the 
Treasury up to half a billion dollars a year for operating expenses. 
They did this on June 24, 1974. And the Service could and should 
cut their financial suit to fit the cloth by reducing nonessential ex- 
penditures. 

In the current Postal Rate Commission rate case ATCMU has been 
urging the Postal Ser\ice to use all of those methods to make it possi- 
ble to reduce proposed rate increases for every class and subclass of 
mail. 
As an Interhn Measure, So-Called Temporary Rates Should Be Made 

Subject to a 10-Percent Ceiling as Proposed to H.R. 15511 
Tliere is every indication tliat just as soon as the Postal Rate Com- 

mission finishes with the current rate case, another general rate in- 
crease will be waiting in the wings and will be imposed on a so-called 
temporary basis. When this next temporary increase comes it should 
be limited to 1 cent for first class, and proportional increases for 
other classes and subclasses, as a maximum (and then only if justified 
by the cost increase figures). 

The 10-percent increase ceiling proposed in section 4 of H.R. 15511 
would achieve that result. We strongly urge the adoption of this 
section as partial relief from the many crushing inequities of so-called 
temporary rates. 

The requirement in the bill for doubling the time before temporary 
rates may be imposed, from 90 to 180 days, is at least a step in the 
riglit direction. In our ATCMU testimony before your subcommittee 
in April of 1973, we went at this problem a different way by urging 
that the maximum period a given set of temporary rates could be in 
effect should be 270 days. 

We believe the Postal Rate Commission and Administrative Law 
Judge Wenner are making a sincere effort to speed up the current 
rate case. But even though 11 months have elapsed since the case was 
started, it will probably be that long again before the case is all over. 

In fact, I can see the possibility of a much longer delay in completing 
the ciirrent I'ate case. The Commission and some of the intervenors 
are highly critical of the Postal Service's cost methodology, cost 
sampling and cost statistics. It it just possible that some intervenor 
will move to suspend the current rate case until the Postal Service 
comes up with a different method of cost assignment and more accurate 
statistics. If such a move were made and were successful, it would hold 
up the final decision in the current rate case until the fall of 1975 with 
the so-called temporary rates remaining in effect all that time. 

This possibility was discussed when the Postal Rate Commission 
appeared before this subcommittee on July 10 in a colloquy between 
Congressman Johnson and Chairman Rhodes as folloAvs: 

Mr. .ToHNsoN. * * * your remedy, rather than yoxir being able to force the 
Postal Service to Improve their cost accounting system and their revenue sys- 
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fem and so forth, your only remedy right now apparently Is to refuse to give 
them the increase in rates l>y reason of laek of a case, proinr case submitted by 
the Postal Service justifying the rate. Isn't that your remedy today? Yoii coiUd 
just deny the rate. 

Mr. RHODES. What yon say, I think, is true, certainly. There is the other side 
of that coin, though and that is we would not decide the case until the djita 
came in and that would have the .same effect, you see. 

In any event, it seems fairly certain that a completely new cost 
methodologj' will be put forward by the Postal Service some time late 
next year, and it is bound to lirinjj; on a whole series of controversies. 
Therefore, I camiot agree witli tlie statement made when the mem- 
bere of the Commission ajjpeared before you July 10 that the next 
rat« case should not take so long as the first one did and the second 
one is doing. 

I am chairman of the Postal Law Subcommittee of the American 
Bar Association and am also a fellow of the American Bar Founda- 
tion which conducts specialized legal i-esearch projects. I am trying 
to persuade these groups to study what could be done, within due 
process limits, to speed up the rate proceedings of the Postal Kate 
Commission so that the word ''teinporary" as applied to postal rates 
Avill no longer carry so nmch obvious ironj'. 

As soon as feasible, sect'iaii 36^1 authorizing temporary rates should 
he repealed 

My previous comments on the temporary rates are an effort to be 
responsive to the desire of the committee for reactions to the pro\i- 
sionsof H.R. loSll. 

However, the vice of temporary rates is much more basic than my 
previous comments indicate. The chairman, Mr. Hanley, at the July 10 
hearing on this bill, got to the heart of the problem by observing that 
temporary rates make the rate hearings before the Postal Kate Com- 
mission "an exercise in futility." This is largely true because the in- 
creases rates are already being collected while the elaborate, time- 
consuming hearings on "permanent" rates are going on. And the prec- 
edent of the first rate case indicates that the Commission's ultimate 
decision will involve only some minor tinkering with details of the 
temporary rates to which the public has by then become accustomed. 

Temporary rates thus bring on an outlandish example of "verdict 
first and trial later." 

The Postal Service will not grant even a 1-day hearing on proposed 
temporary rates. ATCMXJ asked for a hearing on temporary rates last 
fall and was turned down. The Postal Service rationalizes all this gross 
inequity and denial of due process by saying they have to ]mve tem- 
porary rates to avoid a revenue shortfall. But if they admit they can't 
plan ahead as to their finances so as to avoid such a shortfall, it only 
confirms that Congress should take back the power to set postal rates. 

Moreover, the chances of a really crucial shortfall are very small 
indeed. The Postal Service can borrow for operating expenses as it did 
on June 27 this year. And it can come to Congress for added appi'opri- 
ations as it did last winter and as the old Post Office Department did 
year after year with no great sweat. 

The authorization for temj^orary rates should be repealed. 
If this is felt to be too far-reachinir a step at this time. Congress 

should at least require a curtailed legislative type hearing before the 
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Governors themselves before the level of teniporaiy rates is finally 
decided on. This would expose the Governors to valuable input from 
their customers. As it is now, they only hear whatever is given to them 
in laundered form by their captive staff. 

In New York State, for example, before an emergency rate increase 
may be granted to a public utility, there is first a curtailed hearing 
before the public service commission. A longer hearing comes later to 
deteiinine if the emergency increase should be continued. 

Mail users received a 2-day legislative-type hearing on temporary 
postal rate increases before a panel of the Cost of Living Council last 
winter. It was a meaningful hearing. As a minimum, the Governoi-s 
should provide the same kind of hearing in the future. 
Section 3661 of the Postal Beorgamsation Act shordd he amended to 

give the Postal Rate Commission authority to initiate recommenda- 
tions on, major service changes 
"We cannot believe that Congress, in creating the Postal Rate Com- 

mission, with five Presidential appointees, intended that the Commis- 
sion should have to (a) accept whatever "revenue requirement" the 
Postal Service handed to it, and to (b) limit its rate authority to divvy- 
ing up this amount among the various classes of mail. 

We urge that section 3661 be amended to give the Commission a 
greater role in cost constraint for the Postal Service by giving the 
Commission authority to initiate recommendations relating to major 
service changes. 

The Postal Service has never yet used section 3661 by submitting 
to the Commission a request for an advisory opinion on a proposed 
"change in the nature of postal services which will generally afi'ect 
service on a nationwide or substantially nationwide basis." A U.S. 
district court has recently held that the Postal Service erred in failing 
to comply with section 3661 in connection with two of its programs. 
The Commission should be given authority to initiate advisory opin- 
ions on such enormously costly programs as the bulk mail system. 

Similarly ATCMU strongly endorses the following recommenda- 
tion made by the Postal Rate Commission before this subcommittee 
on July 10: 

We further recommend legislation to remove any possible question as to 
whether the Commission has jurisdiction, for ratemaking purposes, to Inquire 
into (1) the total cost and revenue estimates of the Postal Service, (2^ the 
phasing schedules used for certain rates, (3) whether there sliould be an ad- 
justment in rates due to failure of Congressional appropriations, (4) the quality 
of postal service, and (5) the honesty, efficiency and economy of postal 
management. 

One of the ways in which this recommendation should be carried 
out is by amending section 3621 of the act. That section says rates 
shall be "reasonable and equitable." But then it contains this sentence: 

Postal rates and fees shall provide sufficient revenues so that the total esti- 
mated income and appropriations to the Postal Service will equal as nearly as 
practicable total estimated costs of the Postal Service. 

Some have interpreted this as leaving the determination of "total 
estimated costs" entirely to the Postal Service. We urge that this sen- 
tence be amended to substittue for "total estimated costs of the Postal 
Service" the words "reasonable and necessary costs of the Postal 
Service as determined by the Postal Rate Commission." 



287 

If the overriding requirement that the rates be "reasonable and 
equitable" is to be meaningful, the Commission must be given power 
to participate in controllmg Postal Service spending. We are con- 
vinced the Commission has such power now, but section 3621 should 
be amended as indicated to clear up a smoldering dispute. 
The  role of the Postal Rate Gommissio-n ombudsmen should he 

reexamdned 
Another problem that should be considered in connection with the 

Rate Commission is the role of the ombudsman created by section 
3624(a) of the act: 

An officer of the Commission who sliall be required to represent the interests 
of the general public. 

Tliere are now two ombudsmen, each with a staff, each busy fighting 
with the Postal Service and with most of the intervenors. 

On the crucial cost assignment issue, the two ombudsmen don't even 
agree with each other which makes some of us wonder just how eitlier 
one is sure he is representing the "general public." 

All of this inevitably adds to the delay in these cases. 
Well, that next paragraph is academic as of yesterday. I mentioned 

that if the pending Consumer Protection Agency Bill passes and be- 
comes law, it will provide another superombudsman on top of the two 
already on board at the Eate Commission. 
The veto authority of the Governors m connection with Postal Rate 

Cormndssion decisions on classiflcaticn matters should he retained 
Section 3 of H.R. 15511 would make the Postal Rate Commission 

the last word on rate and classification decisions by eliminating the 
Governor's right to review and to accept, reject, or modify. This change 
may be all ri^ht as to rates. But as I see some of the half-baked pro- 
posals for "reinventing the wheel" which have surfaced in the current 
classification case, I think it is better to preserve the current role of the 
Governors in classification cases. Then, if recommended classification 
changes are too wild and unrealistic, the Governors can veto them. 
After all, decades of congressional effort in building up a workable 
classification schedule should not be tossed out wholesale by ivory tower 
technicians with no postal operating responsibilities. 

• When the General Counsel of the Postal Service testified here on 
July 9, he had a number of suggestions for other amendments. I won't 
attempt to discuss these except for two of those that we oppose. 

Mr. Cox wanted to be able to put classification changes into effect 
on a so-called temporary basis, without waiting for the completion of 
the current classification hearings. This would just be more "verdict 
first and trial later." The hearings under Mr. Cox's proposal would be 
even more of an exercise in futility than the rate hearings since you 
can't very well put classification changes into effect one day and then 
take them off later. 

All "temporary" authority for classification changes should be taken 
out of the act. 

Similarly, the right to full-fledged hearings on classification changes 
should be preserved rather than eliminating the hearings and going to 
informal rulemaking such as Mr. Cox prefers. I'm afraid this is just 
another example of the Postal Service attitude that mail users are a 
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bother, their views aren't worth much, and the less heard from them 
the better. 

In conclusion, as I say, we support most features of the bill, par- 
ticularly since its sponsor has offered it more as a launching pad rather 
than as a final unchangeable proposal. 

One may well ask whether any bill can repair the damage which has 
been done by adoption of the postal corporation concept with its break- 
even obsession and its pervasive reluctance to accept guidance or sug- 
gestions from Congress or anyone else. 

Some day a reasonable degree of congressional control and respon- 
sibility in postal matters will have to be restored. This shouldn't mean 
return to the advisor system in postal appointments although one might 
well conclude that practical experience in party politics is not the worst 
training for a management position in a public service organization 
such as the post office should be. 

But it may be too soon to try to legislate a return of the old system 
where reasonable rates and good mail service were the top goals. 

In the interim, before the Winton Blount house of cards tumbles 
down once and for all, the creative spirit evidenced by H.R. 15511 is a 
step in the right direction. 

Thank you for the opportunity to testify. 
[Attachments follow:] 

DlSCMMINATOEY  DENIAL OF  RATE  PHASING  FOR  THIRD-CLASS   MAIL 

A major part of the problem of excessive rates for third-class mail arose in 
1971 because of basic factual misconceptions by the Office of Management and 
Budget which were arrived at and announced without a hearing and, so far as 
we can determine, without discussion with any knowledgeable source. 

On March 23, 1971, Mr. Weinberger, then of the Office of Management and 
Budget, testified at a hdhring on the appropriation for the Postal Service that 
the OMB opposed the revenue foregone appropriation for third-class mail. At 
that time he stated in regard to third class : 

"Not only is it commonly unsolicited; there is substantial evidence that the 
recipients positively do not want it. We cannot recommend a Government subsidy, 
an expenditure of the public's funds, to enable the public to receive mail which 
there is little reason to believe It even wants." 

The statements that third-class mail receives a subsidy and the statement 
that recipients do not want it are both contrary to the facts. Third class has had 
a 520% rate increase since the early 1950s. The figures used by the Postal Service 
in the first rate case showed that after the rate increase then put into effect, 
third class paid a higher percentage of its attributable costs than any other 
important class of mail—higher than first class. The percentage figure was 207%. 
This situation was recognized even by the current Administration back in 1970 
when legislation was submitted in April, before postal reorganization, for a 
general pattern of postal rate increases. This proposal called for only a 5%, 
increase in the rate for third class—rather than the 28% increase to which the 
proposal was later changed. The 5% Increase proposal was based upon the sam>» 
revised revenue and cost analysis and new cost methodology upon which the 
Postal Service based its recommendations to the Postal Rate Commission in the 
first rate case. 

In connection with Mr. Weinberger's statement that recipients do not want 
third-class mail, the Postal Service has recently released a study which shows 
that most people receive very little third-class mail, that only seven households 
out of over 2,000 covered in the survey received as many as 20 pieces of third- 
class mail per week, and that 70% of those in the survey had a favorable attitude 
toward receiving third-class mall. 

Mr. HANLEY. Well, Mr. Day, as I anticipated, your testimony is 
certainly excellent. You cover a lot of points and you do so in a com- 
prehensive fashion. 
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May I ask, when you were Postmaster General, did you at anj- time 
take any steps toward removing addressed advertising mail from a def- 
inition of a letter ? 

Mr. DAY. No, I didn't, and I don't think I ever even heard of the 
problem. I don't think it was a big issue because while Congress con- 
trolled postal rates the rate increases were always spaced several years 
apart and they always were in relatively modest amounts. 

When I was part of the Kennedy administration, the postal rate 
increase proposal which was put in in 1961—of course, it was only a 
1-cent increase for first class^I tliought some of the proposed in- 
creases for the nonpriority classes that liad been worked up by the staff 
were pretty high, and I turned out to be right because (Congress 
wouldn't accept that bill. Those increases were toned down in 1962 
and they went into effect and they didn't have the same kind of radical 
impact that the last two increases have had on all classes of mail. So 
that T never even heard of that problem. 

Mr. HANLEY. It never surfaced at all throughout your administra- 
tion ? 

Mr. DAY. NO. There were some important parts of the Post Office 
that I really never had brought to my attention very mucli. I knew 
very little about the private express statutes in those days. They didn't 
seem to be any particular problem. Once in a while somebody would 
come around and try to get a ruling that they weren't under the private 
express statutes and that's about all I heard of the subject. 

Mr. HANLEY. I was delighted with your reference to New York 
State and the exemplary procedure utilized by the public service 
commission. It was very nice of you. 

Mr. Day, you don't make any reference to this in your testimony 
but I assume that you support it, and that is the authorization aspect. 
Your testimony suggests general support of the subsidy and so forth. 
So if you were Postmaster General you wouldn't have any reserva- 
tions about that requirement, would you, the authorization procedure ? 

Mr. DAY. NO. I tnink there needs to be a more meaningful congres- 
sional oversight. I think the oversight function has been faced with 
a great deal of begrudging reaction from the Postal Service and it's 
no wonder because there isn't really much that can be done with the 
present setup. It was perfectly workable to have to come in and tell 
the whole Post Office story from top to bottom in connection with 
the previous system of getting appropriations, and I think it would 
make congressional advice in this field much more meaningful. 

I can't ever forget the time that Mr. Blount went over and held a 
press conference early in the morning before he was to come over here 
to testify and announced publicly that he was going to turn over all 
of the building program of the Post Office to the Corps of Engineers, 
which turned out to be a debacle, and the General Accounting Office 
told him he couldn't do it. But there were some people over here that 
knew a little about that sort of thing. There was no use of pulling 
that one, of announcing it before he came over here, but I think it's 
been typical of a lot of the difficulty of getting congressional input 
into Postal Service policy. 

Mr. HANLEY. Yes. And on that score, it's disheartening to note the 
action of the Board of Governors with regard to the construction 
and capital investment program. I understand that they have shelved 



240 

about a quarter of a billion dollars of that program, including five 
facilities that were supposed to get started reasonably soon. I would 
suggest that if this is going to occur, how are we going to complete 
that work and sophisticate it to the extent that we can provide the 
quality of mail service that they tell us our people are going to enjoy? 

There has been some discussion as to whether or not it would be 
better to specify what a public service subsidy should be used for 
rather than to generally define public service costs up to 20 percent 
of the budget. Which would you favor? Would you favor the ap- 
proach in H.R. 15511 or do you think we should be more specific? 

Mr. DAY. I think it's far preferable to have it a general subsidy 
without attempting to earmark what it's to be used for. It is so dif- 
ficult in the Postal Service even now to know what given operations 
cost. That's what is bogging down these permanent rate hearings. 
There's constant conti'oversy over what given operations cost. If yoii 
attempt to say that yoii're providing money only for certain functions 
you're going to get into that same kind of a controversy as to what 
it costs to provide fourth-class post oiRces or rural mail delivery. 
I think it better to have it a general authorization. 

Mr. HANLEY. I see. 
Mr. DAY. A general subsidy, not a general authorization. A general 

subsidy. 
Mr. HANLEY. So the language of the bill as written presently would 

be satisfactory? 
Mr. DAY. Yes; I think so, Mr. Chairman. 
Mr. HANIJEY. NOW you have suggested placing a ceiling on future 

rate increases and increasing the public service subsidy. If the Postal 
Service is still going to get its money, how does this place any finan- 
cial discipline in the Postal Service? 

Mr. DAY. In connection with the proposal for increases limited to 
the increases in average annual income and personal income, I think 
that the system we had before the Postal Reorganization Act was the 
most realistic system, and that is for there to be a determination of 
wliat rates, both in amount and in speed of putting another increase 
after the previous one—I think a determination should be made as 
to what is reasonable by some objective test, and then if postal costs 
have been such that they don't fit into that limit the difference would 
have to come from Congress. 

I don't think that present-day mail users should be hit with this 
rapid succession of very high increases just because the ultimate 
mechanization of the post office is still in the future. I think we should 
be getting some benefits now and when they get their mechanization 
in the future—and mechanization really has progressed very litt1i> 
since postal reorganization—^but when they get it, then they can have 
their rates more under control. 

As it is now, all reorganization has done financial wise to have rate 
increases that never would have been accepted, in my opinion, under 
the old system. 

Mr. HANLEY. I see. Much of the rationale on the part of the USPS 
for rate liikes is related to the inflationary problem. Would you agree 
that generally speaking this provides a necessity or have they gone 
beyond the problem of inflation ? 

Mr. DAY. Well, they have gone beyond the problem of inflation in 
many of their programs. I think the bulk mail system had nothing 
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particularly to do with inflation. It had to do with a particular ap- 
proach to trying to save some of the pai-cel business for the Postal 
Service as against the competition of United Parcel Service. 

If the Postal Service continues to lose large amounts of parcel busi- 
ness, the parcel business isn't going to support those big facilities and 
we're going to have a real financial white elephant on our hands. Other 
classes of mail that get little or no benefit, even theoretical benefit, out 
of the bulk mail system are going to be stuck with that expense, and 
it has very little to do with inflation. 

Similarly, they have tremendously increased their budget for such 
items as research and engineering. Now, if there were some results 
forthcoming, it would be very encouraging because everybody wants 
as much improvement in mechanization as possible, but they haven't 
shown any indication as to really having a planned program for using 
this money efficiently. 

So while we all know the biggest part of the Postal Service budget 
goes for payroll, still the amount that doesn't is about $2 billion, and 
many spending programs in that part don't have to do with inflation. 

As far as the impact on payroll, that's why I think this limitation to 
the percent increases in average annual personal income is a good test 
because that reflects the whole society as far as earnings going up. 

Mr. HANLEY. Thank you, Mr. Day. 
Mr. Ford? 
Mr. FouD. Mr. Day, it's always a pleasure to have a chance to talk 

with you about the Postal Service. 
One of the matters that you have mentioned in your statement is this 

whole question of establishing costs and the Postal Service's pi-esent 
costing methodology. When I first encountered this whole problem as 
a member of this committee back in 1967, when we had a massive at- 
tempt to readjust rates and so on, like other members of the commit- 
tee. I was astounded at how many different opinions there were on 
how you establish what the actual cost of a given service or class of 
mail within the Post Office Department was. 

Of coui-se, it's clear that whatever method you use to establish costs 
requires a lot of very subjective decisions as a basis. Since we have had 
the Postal Service, in the opinion of many of us, with some diminish- 
ing returns in terms of public service as opposed to the simple handlmg 
of mail, we have had a constant sort of a dialog in this committee as 
to what we could do to retain the concepts of service and recognize 
that they are not to be counted as a part of the cost of doing business if 
all we were doing is simply carrying packages and letters. 

Can you tell me if we have made any progress since we have taken 
on the new corporate structure toward a more, if I can use the term, 
businesslike method of determining a distinction between those aspects 
that are services performed as a result of policy decisions by the Con- 
gress and the administration, and the actual delivery of mail: and 
then, thereafter, if we are in any better shape than we were 5 years ago 
in actually determining what it costs us to do specific things in the 
Postal Service ? 

Mr. DAY. Yes. Well, about the time that the Postal Corporation 
came in, there was somewhat by coincidence a shift by the Post Office— 
Postal Service—to a more enlightened costing system. For 40 years 
they had used the fully allocated cost system wliere they attempted to 
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assign every cost to some class of mail, and that was criticized by the 
Kappel Commission. There was a study made by a leading accounting 
firm and they recommended a different system. The Postal Service 
shifted to that different system even before the actual corporation bill 
went into effect. 

Under that system, rather than forcing every cost into some class on 
a fully allocated basis, they used this attributable cost system whereby 
half or now less than half of costs are actually assigned directly to a 
class of mail and the rest of it is done on the basis of what is often 
referred to as judgment, but it is on such tests as value of service, as 
elasticity, how much of the business of that class would be lost if the 
rates go up a particular amount. I think it is a better costing system. In 
the current rate case, the ombudsman opposes it. He wants to go back 
to what's very close to the old fully allocated cost system. United Parcel 
Service opposes it for reasons I think are obvious. 

The Postal Service has proposed a rather modest increase in parcel 
post rates, and United Parcel Service wants those rates to be raised 
by an astronomical amoimt which would really wreck the parcel post 
operation of the Post Office. And there's only one other party beside 
UPS and the ombudsman that's opposing the current cost system. But 
I think part of the difficulty is it's not just the intervenors and the 
parties that count; it's the presiding judge himself, and he doesn't 
seem to be too crazy about the Postal Service costing system. 

So I think progress has been made, but it isn't tlie kind of progress 
that's moved away from controversy. It's caused new controversy. 

As far as your specific question on separating out those things the 
Post Office does that are a matter of congressional policy rather than 
just a materials handling operation, I don't think this system achieves 
anv more on that than the other system does. 

Air. FORD. With regard to establishing a costing system, has the new 
status of collective bargaining in the Postal Service had any impact 
that you can perceive on the metliodology that they have adopted? 

Mr. DAY. No. I don't see any. The only thing that I see that has come 
into Postal Rate Commission proceedings on labor negotiations is that 
the administrative law judge has held that the level of pay increases 
and whether they were beyond comparability cannot as a practical 
matter be tested out before the Rate Commission. 

Mr. FORD. Well, you mentioned the fact that there's so much em- 
phasis placed on that portion of the budget which is personnel cost, 
which obviously, in labor intensive operations such as the Postal 
Service, on a percentage basis is very liigh, but very little attention is 
given to that portion of the operating budget that is not attributable 
to personnel costs. And it has been suggested by others that the pat- 
tern of collective bargaining now has developed a defense posture 
with the Postal Service as it happens in other industries, where 
for the purposes of collective bargaining with the employees it's 
necessary to build a very detailed picture of increases in personnel 
costs while tending to downplay or in some instances perhaps not 
properly measure the increases of other costs that run hand in hand 
with them. 

Mr. DAY. Well, I think that's a real possibility. A group of the 
intervenors in the rate case, about a dozen of them, got together and 
hired a very good consulting firm which concluded that on other types 
of costs there was a big gap between what the Postal Service sliould 
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be asking for legitimate increased costs and wliat they were in fact 
asking for. The excess totals about $335 million; and we did feel from 
that study from real experts that there were a great many of the 
increases that are in their current rate proposal that weren't properly 
documented. They didn't have adequate data on them, and they weren't 
able to show why they really needed them. 

Mr. FORD. Thank you very much, Mr. Day. 
Mr. HANLEY. Thank you, Mr. Ford. 
Mr. Day, may I ask if the Governors should keep their veto powei 

over classification changes, why, then, should they not retain their 
veto power for rates ? 

Mr. DAY. Well, on classifications, I feel strongly that the current 
system is a very good system. There's not much wrong with it. The 
Postal Service proposed six rather limited changes in the present 
classification system. The ombudsman and a couple of other parties 
in the classification case have come in with all kinds of proposals to 
throw everything out that's been done over these 180 years of Postal 
Service history and to start all over again with some kind of theo- 
retical approach to classification based on shape or based on appear- 
ance. All these things push aside everything that's been developed 
from practical experience, and they give everything that's been done 
in the past a brushoff on the ground it was done by Congress and was 
therefore political. It was actually done as a matter of reasonable 
negotiation and compromise and it works. 

So I propose the Governors continuing to have the control just to 
keep some of these way-out ideas from unnecessarily causing turmoil 
on postal classification. I don't think anybody in the public is going 
around urging widespread revolutionary postal reclassification change. 
It's just because there are certain people now that have ended up 
in positions where it's their role to do something and they're going to 
prove they're going to do a lot. 

On rates, we know that as a practical matter there's a great limit 
to what the Governors can do on rates because they have to have the 
money. They can't reject the proposal and go back to not having 
that money, and I think therefore that it isn't too important whether 
they step into the picture or not. 

I, myself, don't see any wild proposals on rates, much above the 
Postal Service proposals being a real possibility for approval now. 
They may be if they get an entirely different costing system, but I think 
now while the rates will all be too high, I think the relationship among 
the rates will continue somewhat like it has. 

Mr. HANHEY. What's your opinion of the continued use of the sep- 
arate category of airmail ? 

Mr. DAY. Well, I think it's largely become an anachronism. One of 
the things that is being used in or talked about in the classification case 
is not only to have a class of first class that would get a discount for 
presorting, but another type of thing is a class of first class that is 
really top priority and another one that would get somewhat deferred 
service. 

I think many people use airmail because they have the impression— 
and there's certainly justification for this impression—that it does get 
the highest priority handling of anything except special delivery, but 
they certainly aren't getting much for the additional amount they pay 
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for it in many situations because of the fact that so much first-class 
mail is carried by air regardless of whether it has an airmail stamp or 
not. There isn't as much carried by airplane as used to because the 
planes aren't available at night as they used to be. 

Mr. HANLET. Some have described it as a Postal Service rip-off. 
Would you adjudge this to be an apt description? 

Mr. i)AT. Well, if it means the post office has this as some big gim- 
mick. I don't think so. I think Mr. Klassen has been most frank about 
the fact that people don't get much for it and the volume of it is 
going down. Nobody has to use it if they don't want to. I think he's 
been part of telling people that maybe they're wasting their money in 
many stiuations putting an airmail stamp on it. So I don't see it as 
being a rip-off as I think of that term. 

Mr. HANLET. Mr. Ford ? 
^f r. FORD. I have no further questions. 
Mr. HANLET. Mr. Day, on behalf of the committee, our deep appre- 

ciation for your appearance here this morning and I reiterate that your 
testimonv was excellent and certainly is going to contribute greatly 
to our deliberations. 

Mr. DAT. It's a pleasure to be here this morning. Thank vou. 
Mr. HANLET. Thank you. 
Our next witness this morning is Mr. John Jay Daly, senior vice 

president of Direct Mail/Marketing Association. Inc. 
Mr. Daly, I regret very much that I have to leave. I am sitting in 

a conference on mass transit. I apologize for my departure but I leave 
you in the good hands of the gentleman from Michigan. 

Mr. FORD. TJiank you. I think I should advise you that I have just 
been informed that at 11 o'clock I have to appear before the Rules 
Committee where I have something to say aboiit the proposed aboli- 
tion of this committee. The Boiling report just doesn't seem to go 
away. As the late Gen. Douglas MacArthur used to say, it takes a 
long time to fade away, but we have been held off until the very end 
and apparently at noon they are going to stop taking testimony. I 
am sure that we in this committee have been held to the very end 
because they wanted to save the lx>st for last. So at 11 o'clock I'm 
going to have to leave and I would appreciate it if you could sum- 
marize your statement and we will, without objection, insert the full 
text of your prepared statement in the record at this point. 

[The prepared statement follows:] 

STATEMENT OF JOHN JAY DALY, SENIOR VICE PRESIDENT, THE DIRECT MAIL/ 
MAEKETINO ASSOCIATION, INC. 

Chairman Hanley and members of the subcommittee, it's indeed a pleasure 
to appear again before this distinguished committee this morning. For the record, 
my name is John Jay Daly and I am Senior Vice President of the Direct Mail/ 
Marketing Association, more familiarly known as DMMA, and until last October 
DMAA—the Direct Mall Advertising Association. I've been with this national 
trade group since 1963. We are the largest and oldest international trade as- 
sociation <yt Arms which use a variety of media to sell all types of goods and 
services. We represent over 1800 firms located in 47 states plus 30 foreign 
countries. We provide services for over 2800 individuals with research and 
specific information about ways they can sell their wares more eflBeiently. I 
have attached for the record, a mini-roster of DMMA member firms.' 

I would like to begin. Mr. Chairman, by applauding your comprehensive legis- 
lative effort as embodied in H.R. 15511 to reform "postal reform." 

' The booklet referred to was retained in the flies of the subcommittee. 
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The introduction of this legri.slation serves to provide a focal point for the 
intelligent exchange of ideas and proposals on bow the Postal Service can 
better serve the diverse needs of the American people. 

"We commend you for soliciting a wide range of viewpoints on this pi-oposal 
including labor, the Postal Service itself and those of us who represent the 
many firms who offer through the mail the finest services and products we can. 
The final result of mixing these sometimes diverse views in the crucible provided 
by these comprehensive hearings will surely be the eventual development of a 
Postal Service which better serves the needs of the people—as was intended 
in the original Postal Reorganization Act. 

You have performed a real public service with the introduction of this pro- 
posed legislation and we welcome the opportunity to support and comment on 
some of its many provisions. 
Encourage the marketing philosophy 

Before commenting on the various provisions of H.B, 15511, I would like 
to reiterate a point that Is probably obvious, and one that DMMA has made 
numerous times before while appearing on Capitol Hill but which nevertheless 
bears repeating. ISssentially, it Is that the Postal Service will i>erform better 
to the extent that it adopts and encourages a true "market pliilosophy" in its 
day-to-day operation. 

There are now Marketing and Product Managers In the postal hierarchy 
and that Is good. There are service standards, even though they aren't 
always met with the regularity we—and they—would like. 

In addition, USPS over the last several years has increased its efforts to 
work closely with its customers. Many DMMA members have been actively serv- 
ing on task forces and various advisory groups to help USPS know about and 
meet the needs of Its customers. We hope this business-like approach by USPS 
will continue and strongly feel that Its problems will be eased to the extent it 
Instills the "marketing philosophy" throughout its various departments. 
Publio service appropriation 

As we have repeatedly testified before, DMMA strongly supports an Increase 
in the public service appropriations to USPS, and we commend you for Including 
that as a major provision of your proposed legislation. 

Since USPS does provide such Inestimable irablic service, we believe it 
should receive directly—as your bill provides—a public service appropriation 
from the U.S. Treasury annually. There Is a possible problem however. Tying the 
subsidy to the immediately preceding fi.scal year might not work since the budget 
will have to be presented during the immediately preceding fiscal year. Total 
operating expenses for that year would not yet be known. We suggest utilizing 
the fiscal year immediately preceding the fl.scal year in which the budget Is 
presented. 

The mails—^like agriculture, airwaves, electric utilities, telephone, ocean 
shipping, education and many other necessities have traditionally received direct 
infusions of Federal funding In one form or another. The Rural Electrification 
Administration (for one example) has loaned out over $11 billion in the last 
40 years at low interest to provide services to parts of the nation which other- 
wise couldn't have these services—or get them—as soon or as economically. 

It Is clear there are Institutional public service costs Inherent in running any 
postal service, regardless of the country's size. In a giant one, USPS must guaran- 
tee a service which enables every citizen of this country for the same price to have 
the privilege of sending mail to, or receiving it from, any other citizen—on a daily 
basis, regardless of his location! We felt it is in the national interest for part of 
the cost of this monopoly to be borne by all citizens—as taxpayers. One way to 
think about this would be as if each mail recipient paid, in taxes, a nominal annual 
fee for the privilege. 
Extend time period before "temporary" rates go in 

The membership of DMMA Is particularly heartened by your suggestion in 
H.R. 15511 to increase the waiting period that mnst pass before the Postal Service 
can institute "temporary" rates. As you well know, implementation of temporary 
rates by USPS Is essentially a unilateral action without benefit of any mailer 
participation via hearings or otherwise. Essentially, the decision seems unrevlew- 
able In court and experience clearly shows such rates have lasted a long, long 
period of time. 
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It's clear the current 90-day period before the Postal Service can Implement 
pates is unrealistic and is too short of a period. Your suggestion to increase the 
period to 180-days is well taken; however, we feel It would be more realistic to 
increase the period to 270 days. This would give the Postal Rate Commission a 
full 9-months to complete its proceedings which Is a reasonable period of time and 
more realistic. 

We realize, of course, that institution of this provision might cause a certain 
degree of revenue loss resulting from this stretch-out of time. However, we think 
USPS would thus be encouraged to make more efficient and economical use ol 
their resources in order to make up any potential revenue loss. 
Decrease in ceiling on temporary rates 

Relating to your provision to decrease the present ceiling on temporary rates, 
we are again in agreement with your proposal. Again, we would like to suggest 
you consider a further revision in this area. We would like to see that section 
8641 be modified so that it is clear Hiat the provision relating to the "rate or fee 
requested" applies also to phased rates. 

Since the purpose of phasing is to mitigate impact, there is absolutely no justi- 
fication for dephasing of temporary rates in the absence of an appropriations 
failure. Yet USPS claims this power and has been upheld by tJie courts, princi- 
pally because the Act is written so that the temporary rate authority is in a dif- 
ferent subsection from the permanent rate authority. T?his problem could be 
solved by adding a sentence to Section 3641(c) as follows: "Where the rate or fee 
requested is subject to reduction under Section 3626, the temporary rate may not 
exceed such reduced rate." 
Private express statutes 

As you know, Mr. Chairman, DMMA testified before this Subcommittee last 
October 31, on the important subject of proposed changes in the Private Express 
Statutes. We were rather surprised when the Postal Service recently issued their 
final version of the proposed new statutes in spite of the fact they had repeatedlj 
indicated they would not do so until the Senate Post Office Committee held Hear- 
ings. Equally, It should have also received your committee's recommendations. 

However, we do not feel the question is moot for surely Congress can make 
appropriate changes in the statutes in the public interest. 

Basically our position remains identical to that which we expressed before 
your committee last year. Given the lack of Incentives to efficiency inherent 
in a monopoly, we believe that the monopoly should be defined as narrowly as 
possible consistent with maintaining nationwide service at reasonable rates. 

We urge that the monopoly be refined so as to cover only priority letter mail 
(i.e., airmail and first-class letters) while all mall advertising—sent in bulk^ 
be removed from the coverage of the private express statutes. 
Rate hearing costs prohibitive 

Another comment may be in order here. This concerns what can be done 
about the ever-increasing costs it is necessary to bear in order to take part in 
the never-ending rate and classification proceedings before the Postal Rate 
Commission. 

The exorbitant cost of protracted rated hearings and the seeking of legal 
clarifications of ambiguous language in the Reorganizaton Act seem definitely 
to be negative features of reorganization. 

Indeed, the cost of participation has become prohibitive for some individuals 
and many small groups: for large national trade associations with such a keen 
interest, such as DMMA, it is becoming frightfully expensive. This is particularl.v 
true since our limited budget is strained by the expanded costs of representing 
our members before other regulatory agencies. 

It might be well advised to require all intervenors in the cases to file their 
total legal and economic costs so that the PRO, USPS and others, can more 
accurately assess the Impact of participation in the cases on the medium. We 
are but one of dozens of intervenors and I would venture to say that if our costs 
were added to that of all the other groups taking part in the proceedings, the 
figure would be astronomical. 

In closing. Mr. Chairman, there's a general major thought I'd like to leave with 
your committee. 

In some ways it's reflected in the name change of our association, DMMA 
referenced early in our testimony. It's also the subject of continual conversations 
among many in our media that I encounter in my travels to various meetings, 
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worksIiopH, Hyinposia and other gatherings of our industry. Namely: the need 
f<ir the U.S. I'ostal Service to somehow become and remain more comi)etitive 
witli other advertising media. 

If .s ui)t the rate alone. Or the attitude of postal personnel toward mail advertis- 
ing. Or the "acceptability" of this form of selling. It's none of these alone. Yet 
it's all of these together that cry out for improvement. 

t)ne dominant characteristic of direct marketers is the continued challenge 
to experiment... to test so as to determine the best and most cost/efflclent way 
to liring in profitable returns. Orders. Sales. The economic lifeblood of our 
systpm. 

All of the points we've talked about this morning bear, In one way or another 
on the essentiality of what has been discussed by other witnesses during this 
Uoaring, namely: how can Congress best frame the laws to achieve an efllcient 
and economical nation-wide public service called the U.S. Postal Service. Only 
by gathering in all the views you have can you possibly begin to frame the 
structure that's needed to satisfy the divergent views. We've given it a lot of 
thought over the years, yet we still come back to the basic point we've reiterated 
at every opportunity. 

The Postal Service, while It should be run in a business-like way, it not now 
and never should be a business ! 

It's basically an essential public service. One which is so valuable to all the 
facets of the public as to be almost immeasurable. 

Therefore, don't be misled by criticisms that public service alloc.Ttions of from 
20% to 25%—Indeed 30% of operating costs—are an unconscionable drain. 
Think of them in another way. They provide the essential link which connects 
our economic groups in countless ways. 

The present costs to many occasional users of the mails is really being sub- 
sidized l)y frequent u.sers since, without them, the occasional user would have 
much less freiiuency to rely on. This infrequent use can only lead to less and 
le.s8 use, until the system itself falls Into hopeless deterioration. 

In closing, let me tbauk you again for providing this opportunity for DMMA 
and the many other parties interested in the success of Postal Reorganization 
to present our views in this important forum. 

Mr. HANLEY. YOU may proceed, Mr. Daly. 

STATEMENT OF JOHN JAY DALY, SENIOR VICE PRESIDENT, 
DIRECT MAIL/MARKETING ASSOCIATION, INC. 

ISIr. DALY. I certainly can appreciate tlie time constraints that you 
operate under, and we do appreciate the opportunity to appear before 
you. 

As was indicated, my name is John Jay Daly, and I am senior vice 
president of the Direct Mail/IVIarketing Association, a large group of 
mailers and users of all classes of mail. 

Basically, we'd like to encourage continuation of the Postal Service's 
marketing philosophy in their day-to-day operations. It's something 
that deeply concerns us that not enough attention seems to have really 
been paid to this, although in fact they have made many good attempts, 
and there are very often partly assigned  

Mr. FORD. Could I interrupt you to ask you a que.«tion? I par- 
ticipated last week in what was billed as a minisummit confeience 
on the economy held in Detroit—it had no relation to Detroit. It 
could have been held on the Moon for our special problems. But yes- 
terday I participated in a meeting in anticipation of Friday where it's 
been indicated that everybody has participated. I couldn't find any- 
body from your industry on the list. 

Was your industry included when the invitations wont to people 
around the country to make suggestions in anticipation of the summit 
Friday and Saturday with regard to inflation and its effect on you ? 
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^Ir. DALY. ^TO, it was not, and we, of course, not being invited, did 
seek to be invited, but they said there were already enough people at 
the summit. This actually is true broadly of advertising itself, not 
just our particular segment of the industry. We think that's quite 
unfortunate because certainly many things that advertising can do to 
hold down costs need to be brought xip at a summit meeting of this 
kind which I think need to be brought more to the fore than they 
heretofore have been. 

Mr. FORD. Thank you. Go ahead. 
Mr. DALY. This, of course, relates to the overall problem as we see 

it as advertisers using the mails and all classes of mail to increase the 
economy and increase the gross national product. We have continued 
to urge, as we have before, that the Postal Service's public service 
appropriation be substantially increased, perhaps even larger than it 
is asked for in this particular bill, but in any case, it ought to be sub- 
stantially increased. 

We also recommend that the temporary rate period, the period 
before teniporary rates, be increased beyond that recommended in this 
bill, perhaps up to 270 days, because it is now evident we will face 
on Friday—rather, on Saturday—the 1-year anniversary of the begin- 
ning of the current postal rate hearings, and the last ones, as we know, 
lasted well over a year. This one could very well last li/^ or 2 years, as 
Mr. Day has indicated. 

So the imposition of temporary rates does make, as the chairman has 
indicated, the rate hearings themselves seem to be quite an exercise 
in futility; and even though the Postal Service has already announced 
that on October 20 the new final versions of the private express stat- 
utes will go into effect, we would urge that Congress take another look 
at that; and particularly, we support Mr. Day's view that all mail 
advertising sent in bulk and addressed be removed from the category 
of private letters in an effort to stimulate greater competition because 
we think that compeltion in this particular area can only enhance the 
productivity and the efficiency of the Postal Service itself. 

Again, in summary but in conclusion, in my particular role as rep- 
resenting a dynamic and changing medium, a medium that is using 
various means of advertising—we have changed our name a year ago 
from the Direct Mail Advertising Association to the Direct Mail/ 
Marketing Association becatise so many of our member comnanies are 
using all media of advertising—radio and television and skywriting 
and inserts to newspapers, space ads in magazines and newspapers, 
in an effort to try to sell their product. They are continuing to 
experiment. 

Of course, as the rates go vip, whether it is regular rate bulk, third, 
or other classes of mail, they continue to try to find a more cost- 
efficient means by which they can sell their produce or service, and they 
are always measuring the results of everythiuo: that they do so that 
we continually are worried that maybe the cost of mail, whether it is 
third-class or the other classes of mail, will go so far out of sight as 
to be very unproductive for advertisers. Then, of course, you get into 
the kind of situation that we have experienced in the parcel post 
hearing where volume diminishes simply because the costs are pro- 
hibitive for so many mass advertisers. 

There will always be a place, of course, for mail for certain kinds 
of advertising, but if it begins to price itself out of the market— 
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and it has for certain kinds of mailers—they are reiwrting as they be- 
gin to look into their budgets for this fall and next spring tliat they 
are mailing less and less simply because of inflationary pressures and 
the cost of mailing continues to go up. So we are worried about that 
aspect of it. 

This, linked with the fact that there is this break-even obsession of 
the Postal Service that it continue to seem to think that they can 
charge almost anything that the traffic will l)ear. may well be so for 
certain traffic, but much of that traffic will diminish over time, and 
that is the trend that we see and one that we fear greatly. 

In conclusion, as I have stated at the end of our testimonj", we firmly 
believe that the Postal Service should recognize more that it is a public 
service and that it provides a link for all Americans, and the value 
of the Postal Service linking this great country of ours is not some- 
thing that you just stand up on the Fourth of July speeches and wave 
the flag about, but it is a very real fact of life and the appropriation 
from the Congress should rightfully recognize something in the area 
of 20 or perhaps 25 percent of the Postal Service's operations are a 
public service. It's a song we have been singing for many years and 
maybe not in tune or not in the greatest effect, but we firmly believe 
that a recognition in this area is one way in which the Postal Service's 
problems certainly can be minimized. 

Mr. FORD. The irony is that many people in this country are seriously 
considering additional direct payments to keep air routes that can't 
make it in the business or can't get back into the passenger business. 
and others are seriously considering that we bail out one of our major 
airlines because it hasn't been able to break even and at the same 
time we are still rushing headlong toward the idea that somehow the 
Postal Service ought to operate in the same period of time to a break- 
even basis. 

Mr. DALT. I keep shaking my head about it, but T wonder at what 
point we will be able to catch the general public's attention to this. 
I wonder whether it will take a 15-cent stamp or a 25-cent stnmp or 
whatever it might be to bring this to the general public's attention. 

Mr. FORD. Thaak you very much. 
Mr. DALY. Thank you. 
Mr. FORD. Our next witness will be Kenneth Fiester, consultant. In- 

ternational Labor Press Association. 

STATEMENT   OF   KENNETH   EIESTER,   CONSULTANT.   INTERNA- 
TIONAL LABOR PRESS ASSOCIATION, AFL-CIO 

Mr. FIESTER. Thanli you, Mr. Chairman. 
Mr. Chairman, my name is Kenneth Fiester. I am appearing before 

you on behalf of the International Labor Press Association, AFTJ- 
CIO, in which I have held all the available offices at one time or 
another. 

Let me say at the outset, Mr. Chairman, that your authorship of 
II.R. 15511 is the most encouraging development on the postal scene 
since the Reorganization Act took effect some 4 years ago. This is not 
to denigrate in any way the other reform bills that have WJI proposed 
in both Houses during that time—and especially not the stay of ex- 
ecution, known as S. 411, which as H.R. 14194 you guided through the 
shoals of the House last June. 
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What distinguishes H.E. 15511 from all the rest is its categorical ac- 
knowledgement that the public service obligation of the postal sys- 
tem—its basic reason for existence—cannot be fulfilled on a pay-as- 
you-go basis. We have made this same argument from the very begin- 
ning of the first rate case under the Reorganization Act. A continuing, 
substantial subsidy to the Postal Service from general revenues is, 
therefore, an absolute necessity to preserve the widespread diffusion 
of diverse information and opinion upon which a truly democratic 
society depends. In particular, such a subsidy is essential for the sur- 
vival of an effective labor press. 

Before offering our comments on the specifics of H.E. 15511, and 
our suggestions for its improvement, I would like to describe briefly, 
for the record, the organization I represent. 

The International Labor Press Association comprises some 400 
periodicals published by the AFL-CIO and its affiliates, with a total 
per-issue circulation of about 20 million. Almost invariably the sub- 
scription cost is part of the dues paid to the publishing organization 
by its members. The great majority of these periodicals are distributed 
through the mails under nonprofit second-class permits. 

At the present time, 43 of our members are weeklies, a decrease of 
12 in 3 years. About 240 are monthlies; about 30 each are biweeklies, 
bimonthlies and quarterlies; the balance are on odd schedules or none 
at all. The figures are not precise because we lose and gain affiliates 
from year to year. Our ranks include almost all the bona fid&, printed 
periodicals of AFL-CIO unions and a baker's dozen produced on 
office machines. 

One hundred of our member publications are issued by national or 
international unions of the AFL-CIO, about 75 by city or State central 
labor bodies and the remainder by local unions, joint boards and the 
like. 

There are, we estimate, at least 50 other bona fide trade union periodi- 
cals published by unaffiliated unions^—primarily the Auto Workers, 
Teamsters and Miners—that are ineligible for membership in ILPA 
but are otherwise similar to ours. 

These trade union newspapers and magazines vary greatly in size, 
content and quality. But they have characteristics in common: 

First, they are small. A 40-page magazine or a 24-page tabloid 
newspaper is a rare giant by our standards. A 12-page tabloid (some- 
times folded to make a 24-page, half-tab magazine) is probably the 
median. 

Se-cond, they are poor. Most union publications do not take adver- 
tising as a matter of principle. Some—primarily central body organs—- 
must take advertising to survive, but are severely limited by AFL-CIO 
and ILPA regulations as to the kind of advertising they can accept 
and how they can solicit it. To an overwhelming degree, labor papers 
are paid for entirely by union dues. 

Contrary to uninformed opinion, labor organizations have no money 
to spare. A small number of national unions have presumptive re- 
sources of many millions, but such money is almost without exception 
in pension and welfare trust funds, or in strike relief funds, and avail- 
able for no other purposes. Ordinary income and expenses are chron- 
ically in precarious balance throughout the labor movement. 

Third, our publications bring to their readers essential information 
that is available through no other medium. Union newspapers tell 
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and where there will be a vote to accept or reject a new contract, and 
what the terms are; how much money their union took in last year 
(or last month)^ and how it was spent; what is going on in the or- 
ganization outside their own local unit; what pohcies are being 
pursued by their local, State and national leaders, and by the AFL- 
CIO. 

Better-informed union members lead to better imions, just as surely 
as better informed citizens lead to better government. And in our case 
there is still another factor: A part of the information I have men- 
tioned, the part that involves election notices and financial reports, 
is not only socially desirable but legally mandatory imder the Landnim- 
Griffin act. Surely the Congress wants this mandate to be fulfilled a9 
effectively as possible; and the most effective way, by universal agree- 
ment, is through a union publication, timely delivered to each member 
in his home. 

Ironically, this third characteristic of the labor press—the transmit- 
tal of information found nowhere else—has been intensified by the 
communications revolution of the last 30 years. The emergence of 
television has not only diverted public attention from the printed 
page but has profoundly altered the contents of the typical metro- 
politan newspaper. More attention, and I think better attention, is 
given to national and world events, and to interpretive background 
that television cannot hope to match. Far less attention—and some- 
times none at all—is given to the simple reporting of what goes on in 
town. And that includes the reporting of trade union news, other than 
chicanery or strikes. 

Other nonprofit organizations find themselves in the same position; 
the week-to-week undertakings of churches, fraternal societies and 
veterans' organizations are no longer sought out and written by young 
newspaper cubs seeking to work their way up to a police beat. To 
reach our members, all of us have to do it ourselves. This requires 
the kind of postal rates that the periodicals of nonprofit, public service 
organizations have historically enjoyed. 

Such rates cannot possibly cover the cost of carrying these periodi- 
cals through the mails. They cannot meet the "attributable costs," no 
matter how they are calculated. 

I am aware, Mr. Chairman, that at this juncture the proverbial Man 
from Mars—and very possibly, some terrestrial skeptics, too—might 
offer a countering argument, along these lines: 

Granted that these periodicals are not merely worthy but in fact 
indispensable; why, then, are their publishers, their recipients or both 
unable or unwilling to cover an additional postage cost of 2 cents or 
even 5 cents a copy ? 

I think all of us who believe a subsidy is necessary have an obliga- 
tion to face this question head-on. 

For publications of what are called central bodies—the State federa- 
tions of labor, the city or county labor councils—the arithmetic is clear. 
These voluntary associations of local imions function on a per capita 
income that averages about a dime a month. A postage rate that will 
run to at least 2.7 cents a copy, even under the present schedule, is 
obviously a budget item of enormous size. 
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Even in the prereorganization days, when postage for a typical 
labor paper was 0.2 cent a copy, the production of a regular member- 
ship periodical—even a monthly, much less a weekly—was beyond the 
regular income of an AFL-CIO central body. These papers generally 
depend on two additional sources of income: First, local unions af- 
filiated with the central body vote to pay an additional fee, perhaps 
5 cents a member a month, if they want their members to receive the 
papery and second, the paper itself sells advertising space. 

Neither of these is a rich source. The siibscription price must be 
kept low to insure maximum circulation. Advertising is severely 
limited by ethical codes promulgated and enforced by ILPA and the 
AFL-CIO. For instance, only consumer advertising is acceptable, 
and only from local merchants or from national companies whose 
products are sold locally at retail. No political ads whatsoever are al- 
lowed, nor ads from companies on a union unfair list. Telephone soli- 
citation is forbidden, except with respect to an established, continuing 
account, such as a local department store. 

Above all, it must be made clear to every advertiser and potential 
advertiser that all he is buying is space in the paper—not labor peace, 
nor good will beyond his relationship with his customers. 

In view of these various restrictive factors, we have no doubt that 
the postal rate progression as now contemplated will cause the suspen- 
sion of very drastic curtailment of nearly all the 75 II^PA periodicals 
presently published by State and local central bodies. 

With respect to national unions and their individual locals the 
financial balance is not as dramatic but the problem, in most cases, is 
just as severe. 

For a decade or more the monthly dues payment of a typical union 
member, calculated by such sources as Business Week magazine, 
remained at about $5. Recently there has been a slow upward trend, 
assisted in part by the spread of dues scheduled tied to hourly earnings. 
For purposes of this discussion, let us assume that the median figure 
has reached $6 a month. 

The internal financial arrangements of national unions differ widely, 
of course, but in general the monthly dues payment is divided about 
equally between the national and the local organization. At a $6 total, 
this gives each one a per-member income of $3 a month. 

In contrast with the central bodies, the problem of these organiza- 
tions is not the literal lack of a nickel, but the prudent use of nickels 
in quantity. And there are claimants in plethora, not just for every 
nickel but for every cent. 

The national unions and their locals carry out in their separate ways 
virtually all the activities associated with the labor movement—the 
negotiation and administration of contracts; the direction and support 
of strikes; organizing the unorganized; labor's side of mediation and 
arbitration proceedings; leadership training: economic research and 
analysis in the occupational areas covered by the particular union, and 
much more. And through per capita payments out of their respective 
$3 shares, the national unions finance the AFL-CIO and the locals 
fianance its State, covmty and city subsidiaries. 

Union leaders, both national and local, must thus decide how to allot 
this $3 per capita in a way that best serves the members' interests 
in a manner consistent with the members' wishes. Since there is never 
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enough money to do all the things that fit within tliis framework, the 
leaders miist constantly make choices among worthy alternatives. 

The importance of a periodical as the one regular channel of com- 
munication with the membership may be thoroughly appreciated by 
the imion leaders. But if, as in the case of the Machmists, a 1 cent 
increase m postage amounts to more than $8,000 a week, with an even 
greater increase in prospect, conscientious leaders must ask them- 
selves if paying this extra sum in postage is the wisest use that can 
be made of it, or should the frequency of publication be cut, say 
in half. 

The gross figures vaiy from union to union, of course, but the 
nature of the problem remains the same. 

The man from Mars might have one other question: A'^Tiy not raise 
dues? The only answer is that union dues arc limited by the amount 
the members are willing to pay, since dues are set by convention, by 
referendum or some comparably democratic method. The union elec- 
torate's response to a dues increase is no more predictable than a 
State's electorate's response to a school bond issue. 

I freely acknowledge that in each category of lalwr organization 
there are a few that could pay any postage rate the USPS might ask 
and the Rate Commission decree. But the proportion is minuscule com- 
pared to the transit riders who could afford an unsubsidized fare, to 
cite only the most current example of a subsidy designed to achie\c a 
highly desirable result, which incidentally benefits some who don't 
need it. 

Now, Mr. Chairman, having described the specific postal problems of 
the labor press, I would like to comment on the possible remedies, 
including those contained in H.R. 15511. 

As I said at the start, we heartily endorse as an absolute necessity an 
annual subsidy to the Postal Service, on a continuing basis, and we 
don't consider 20 percent of operatmg costs to be excessive. But our 
concern—one that it shared, I am sure, by members of the committee— 
is that the subsidy is in fact used for public service functions. 

We don't think it's enough to leave untouched section 2401(b) (3) 
of the act, which requires the Postal Service to explain itself only with 
respect to section 101 (b). We don't know how things are with respect 
to 101 (b), but we do know we have been taking a licking under 101 (a), 
which is surely one of the most widely quoted and most thoroughly 
ignored paragraphs on the Federal statute books. 

The plain fact is that neither the Postal Service nor the Postal Rate 
Commission has shown even a glimmer of recognition that "the value 
of the mail service * * * to both the sender and the recipient," to 
quote from section 3622(b) (2), has any other meaning than dollars 
and cents. Ideas and information weigh nothing on their postal scales. 
By their standards, preference should go to advertising matter; they 
are oblivious to the values the Founding Fathers had in mind when 
they created a mail system. 

With the same pervasive crassness, USPS and the PRC have given 
top priority in the ratesetting process to section 3622(b) (3). As you 
know, Mr. Chairman, their interpretation prevailed in Federal court 
after the first rate case, but I also think it's conceivable that their 
stubborn persistence in following so narrow a path is the principal 
reason why postal reorganization is again a congressional issue. 

87-485—74 17 
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If neither the Postal Service nor the Rate Commission, as now con- 
stituted, can be relied upon to reco^ize, much less administer, a public 
service function—and we regard this as a demonstrated fact—^how can 
a public service sixbsidy be applied in a way that fulfills the intention 
of Congress ? 

To be sure, Congress could go back to setting rates. Several Members 
of the House, including at least two who agree on almost nothing else, 
have suggested that the whole Reorganization Act of 1970 be ditched 
and the old system restored. This has been a beguiling notion to many 
of us during the last 4 years, but I really don't think it's a practical 
solution—at least, not vet. 

A number of less drastic approaches have been offered—formulas 
designed to exempt, in whole or in part, certain classes of mail from 
the impact of whatever rate schedule emerges from the present rate- 
setting process. As you know, second class mail in general, and non- 
profit second class in particular, would be the major beneficiaries of 
these formulas, so obviously we take a benign view of them. 

On the other hand, we make no claim to omniscience on this matter, 
and we have never taken a parochial position on rat«s. We believe non- 
profit second class needs the most relief in the biggest hurry, since we 
have been hit with by far the heaviest proportionate increases and are 
the least able to survive them. But as citizens devoted to the public 
interest we also recognize that some other classes of mail also have 
problems under section 3622(b) (3); the editorial content of commer- 
cial periodicals is an example. 

Let me make a brief interpolation here that's not in mv text. The 
present postal rate for a labor press paper weighing 1.4 ounces—and 
these are Postal Service figures—amounts to .7 of a cent. That's a half 
a cent more than it cost at the time of the Reorganization Act. Today's 
rate is therefore 350 percent of the 1970 rate. By 1988, under the pres- 
ent schedule, the same paper will pay 2.7 cents a copy, 1,350 percent of 
the old figure. No other class of mail has been hit nearlv as hard. And of 
course, as Mr. Day and others point out, the worst is yet to come be- 
cause there certainly will be on the heels of this rate case another rate 
proposal and another temporary increase. 

We do have a firm idea of where nonprofit second-class rates should 
fit into the postal spectrum. We believe our rates—and we are speaking 
only of the rates on editorial content—should follow the same general 
design as regular second-class, but be lower in the same proportion that 
prevails at the time the Postal Reorganization Act went into effect. 

We look at it this way: The rate relationship of the several classes of 
mail, especially the classes having special preference, were developed 
over many years by the Congress. The relationships—which in most 
cases were periodically debated and reaffirmed, with minor changes— 
reflected policy decisions by the Congress, based upon the information 
and well-considered judgments of this committee and its coimterpart 
in the other chamber. They have a better claim to represent a public 
interest approach than the cavalier, balance-sheet findings of men with 
little or no experience in public life. 

You will recall, Mr. Chairman, that the legislative history of the 
1970 act indicated an intention on the part of some participants to 
preserve these relationships, but except for the inadequate terms of 
section 3626, the intention was lost sight of in the rush for passage. 
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How can these relationships be reinstated and preserved? Some 
soi-t of formula is one way; you seem to be suggesting another, Mr. 
Chairman, in the several amendments that would increase the inde- 
pendent powers of the Postal Rate Commission and enhance its prestige 
by making its members subject to Senate confirmation. 

We will enter our caveat in the strongest terms: 
Not this conunissionl 
Unless the proposal embodies a completely new start, with new 

members chosen by new standards, we would rather the Commission be 
abolished than strengthened. 

Earlier this year, in our statement of position as a limited par- 
ticipant in the current rate case, we offered the present Postal Rate 
Commission some unsolicited advice. I will quote from it: 

"Surely it is within the scope of the rate Commission's authority to 
remind the Postal Service that the preferrential rates for second-class 
mail in general and nonprofit second-class in particular were estab- 
lished by Congress, and reaffirmed time after time, for very specific 
purposes; and that these purposes are also reaffirmed, rather than re- 
pealed, by the reorganization act itself, no matter how obfuscated they 
may become in its separate provisions. 

"We can onvision a Postal Rate Commission that genuinclv believed 
in the historical role of tlie Federal mail system expressing its convic- 
tion that certain types of mail cannot and will never be able to pay 
rates that cover costs; and that the continued low-cost delivery of such 
mail is infinitely more valuable to the Republic than a postal budget 
that is neatly balanced by categories. 

"Such a commission could then advise the Postal Service to attack 
this problem in a constructive way—to begin with the absolute neces- 
sity of low rates rather than tlic absolute demand for high revenues. 
This advice might well go on to say that if the Postal Service found 
itself unable to preserve rate preferences within a reasonable revenue 
structure, it should frankly tell the Congress that the public interest 
required an annual subsidy that would never be phased out. 

All this requires is conviction, imagination, and courage." 
If you have that kind of Rate Commission in mind. Mr. Chairman, 

and have a set of qualifications to propose that will insure its selec- 
tion, a solution to all our problems may be in sight. But that's not the 
kind of Commission now in office. 

To get back to more mundane matters, we heartily endorse the pro- 
posed stretchout between the announcement of a rate change by USPS 
and the implementation of its first step. We now have the only judicial 
proceeding since Alice in Wonderland in which the sentence is im- 
posed before the trial is held. We agree with several other witnesses 
that the stretchout should be even longer than H.R. 15511 contem- 
plates; 9 months would be a modest term, and a year far from 
excessive. 

We are pleased to join in the suggestion of the Association of Ameri- 
can Publishers, duplicated, I believe, by the American Library Asso- 
ciation, that a new criterion be inserted as 3622(b) (8) : "educational, 
cultural, scientific, and informational value to the recipient of mailed 
materials." Such a criterion, as I have already indicated, is a concept 
beyond the ken of the present proprietors of USPS and the PRC. On 
the other hand, those who can so completely ignore the intent of sec- 
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tion 101(a), even while coinrnittinn; it to memory for public appear- 
ances, will hardly be moved by it. And the proposed clause does 
nothing about 3622 (b) (3), the worst villain of all. 

Mr. Chairman, this last observation has the effect of bringing me 
back to where I started, and I Avill therefore conclude with a brief 
summary. 

Earlier in these hearings Mr. Stanford Smith, president of the 
American Newspaper Publishers Association, testified that for cer- 
tain of his members there was, and I quote, "no feasible alternative" 
to a low-cost postal service. 

What is true for Mr. Smith's members applies in infinitely greater 
degree to the labor press. A periodical mailed to the homes of mem- 
bei'S is more often than not the only way a imion can be sure of reach- 
ing them, not just with general news or entertainment, but with 
specific information whose distribution is required by law, and in- 
formation intimately affecting their livelihood. 

I believe. Mr. Chairman, that the labor press has the strongest clftim 
among all those who hope to share in a permanent Federal subsidy for 
the Postal Service, but other worthy claimants must also be recog- 
nized. In that spirit we offer these proposals: 

1. The annual subsidy described in section 1 of H.R. 15511 should 
be adopted. But section 2401(b) (3) of the present act should also be 
amended to require the Postal Service to demonstrate compliance with 
section 101 (a) as well as 101 (b). 

2. Section 3622(b) (3) should be amended as follows, striking the 
present language: 

"No class or type of mail service shall be subjected to a rate schedule 
that will yield more than 10% of the direct and indirect costs attributa- 
ble to it, plus a pro-rata share of all other Postal Service costs cal- 
culated bv gross revenues from each class or type." 

This eliminates the fixed requirement of pay-as-you-go and at the 
same time prevents the exploitation of any one class of mail to pay 
for others. 

3. The additional criterion proposed as 3622(b)(8) should be 
adopted. 

4. The time period for the institution of temporary rates (section 
3641) should be stretched to at least 9 months, and even longer unless 
contemplated reforms in the Rate Commission are achieved. 

5. Events of the last 4 years have destroyed whatever hopes we 
might once have cherished that the Postal Service or the Rate Com- 
mission would recognize the social functions of the mail delivery sys- 
tem. Both agencies seem bent upon extirpating from American thought 
the 200-year-old assumption that low-cost distribution of the written 
word is an integral part of our national life. Therefore we would feel 
much more comfortable with a statutory formula limiting our rates 
than with continued reliance on a Commission that is accountable to 
no one. 

However, we recognize that on paper, the various sections of H.R. 
15511 that are designed to strengthen the Postal Rate Commission 
offer a more orderly approach, sparing Congress from the task of 
devising and tinkering with formulas. Of course, the 1970 reorganiza- 
tion encompassed the same idea, and look where it has brought us. 
Even so, the changes set forth in H.R. 15511 might produce a work- 
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able solution if: one, the substance of the other proposals I have listed 
is incorporated into the act; two, a wholly new start is made on rate 
commission appointments, and three, the statement of qualifications 
for appointment and confirmation is broadened to include an under- 
standing of the public service function of the postal system. 

Mr. Chairman, over the last 4 years we have tried to make a basic 
case—the case for a mail-delivery system that will fulfill the objectives 
contemplated by its founders. It has often been a discouraging task. 
We have repeated our position so often that it's hard for the most 
earnest rewrite to make our ideas seem fresh—at least to us, who know 
them best. 

Our spirits and our hopes have been raised by H.R. 15511. 
We hope we have demonstrated that we do not speak for ourselves 

alone. We truly do believe in the fi-eest possible dissemination of di- 
verse viewpoints, of specialized as well as general news—of debate and 
dissent and discussion. And in that process there is no substitute for 
the printed word. What it may cost in tax dollars is and will continue 
to be repaid in far more valuable coin—the health and continued 
progress of this free and democratic society. 

Mr. FORD. Thank you very much. 
Some of us are more aware than others of the labor press. It pro- 

vides for a good many of us tlic only defensive information that gets 
out there into what frequently, at least for some, is not a very friendly 
atmosphere. 

As you probably are aware, the concern of many people on this com- 
mittee from the vci-y begiiming of the eflforts which ultimately ended 
up—as badly watered down as unfortunately they had to be—in 
S. 411, were spurred by what wc saw happening to statements of the 
informational base of this country like the publications that you repre- 
.sent, and there's a broad spectrum of them, some commercial and some 
noncommercial ventures. 

We hope that this will mitigate the impact of pressures not only to 
the Postal Service rate system but other things on the ability of those 
publications to continue. 

T would hope that, if nothing else, the hearings so far that chairman 
Hanley has held, if anybody has been watching them, has demon- 
strated repeatedly that what you're saying here is enunciated by people 
from all kinds of businesses, a kind of a longing for some feeling of 
security that in fact the Postal Service will understand that the word 
"service" means something and not just a greater efficiency in deliver- 
ing materials, but that the element of politics that perhaps most sadly 
has been lost is tlie element of the politician's desire to receive approval 
from the public in terms of a governmental function over which he 
or she has any influence. And that doesn't seem to have been a moving 
cause with past postal manajrement or more recent past, altliough I 
think the present postmaster has made a lot of progress toward recog- 
nizing and giving some public recognition to the fact that it wasn't 
as impoi-tant as it might have been in the early days of the corporation. 

I note with particular interest your preference for having a statu- 
tory basis for vonr rates and, of course, that really would be the first 
step toward talrinc: us back into congressional ratemaking. How would 
we have the one without the other ? 
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Mr. FiESTER. Well, we think we are right in assuming that the 
Congress generally doesn't want to get back into the ratemaking busi- 
ness. I think perhaps the kind of device that was contained in H.R. 
8929—that was the bill of last year provided a half or two-thirds— 
the thing varied as it went along—that is a rate cut of a given per- 
cent, half or two-thirds, for let's say the first 250,000 circulation of 
a nonprofit publication, and a 50/50 sharing of subsequent rate in- 
creases. That doesn't get the Congress into the business of specifically 
deciding what the rates are, but simply how those rates should be 
applied to second class or nonprofit second class. That would perhaps 
avoid the kind of thing that I actually was involved in for the ILPA 
before the Reorganization Act, when we were talking about whether 
the piece rate on nonprofit second class should go up to 0.2 or to 1.5, 
which is a kind of difficult sort of thing. 

If you said, "All right, here's a sdiedule of rates but nonprofit or 
second class or any other should be subject to certain exemption on 
the basis of circulation"—it's not neat but it's a device. 

Mr. FoED. Well, thank you very much. And again, let me apologize 
for hurrying you and Mr. Daly so much. I do have a problem of being 
at the mercy of other people to whom we are looking for help. 

The committee will recess now. The next hearing will be on Oc- 
tober 2 at 9:30 a.m. 

[ Whereupon, at 11 a.m., the hearing was adjourned.] 
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U.S. HOUSE OF REPRESENTATTVES, 
COMMITTEE OX POST OFFICE AND CIVIL SERVICE, 

SUBCOMMITTEE ON POSTAL SERVICE, 
Washington, D.C. 

The subcommittee met at 9:30 a.m.. in room '210. Cannon House 
Office Building, Hon. James M. Hanley (chaii-man of the committee) 
presiding. 

Mr. HANLET. This morning we are pleased to resume hearings on 
H.R. 15511 and our first witness this morning is Mr. Kent Rhodes, 
first vice president of the Reader's Digest Association, Inc. 

Mr. Rhodes, we are very pleased to have you with us this morning. 
I know that you are vitally interested in this subject matter and are 
recognized as one of our Nation's experts. I am confident that vour 
testimony will prove most interesting. 

Mr. RHODES. Well, we bow to you in expertise, Mr. Chairman. 

STATEMENT OF KENT RHODES, FIRST VICE PRESIDENT, READER'S 
DIGEST ASSOCIATION, INC.; ACCOMPANIED BY TIMOTHY J. MAY, 
WASHINGTON COUNSEL 

Mr. RHODES. I am Kent Rhodes, first vice president of the Reader's 
Digest Association, Inc. I am accompanied here today by Timothy 
J. May, our Washington counsel. First of all let me thank this sub- 
committee for tlieir interest in, and efforts on behalf of, the mail system 
in this country. Not onlj' does mail provide the livelihood of the U.S. 
Postal Service, but mail also provides livelihood to millions of citizens 
and to thousands of businesses, including the Reader's Digest. Mail 
helps keep this country running. We welcome this opportunity to 
comment on certain sections of H.R. 15511 which we believe deserve 
careful consideration. 

Before making any specific suggestions we'd like to state briefly our 
overall assessment of postal policy, operations and objectives. 

For many years the keystone of postal policy has been that the Post 
Office should be run as a service for the benefit of all the people of the 
United States—not for the benefit of any special groups, and certainly 
not to raise revenues for the U.S. Government. That's a good rule of 
thumb to keep in mind when thinking about the mail system of this 
country and how to go about improving it. 

The legislation that created the U.S. Postal Service was passed by 
this committee a little over 3 years ago. Since then there has been a 
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good deal of freewheeling comment, favorable and unfavorable, on the 
performance of the new U.S. Postal Service. At the Reader's Digest 
we've sought to keep our eyes on some underlying facts about the 
Postal Service, like the speed" and dependability of its service, its costs, 
rates, productivity, and capital investment. These are the basic yard- 
sticks of postal progress which are relatively easy to measure. We have 
also studied other aspects of the Postal Service which are more difficult 
to quantify, but which have a real impact on the vitality and efficiency 
of the only organization which provides a regular two-way daily com- 
munications link between every household a.nd every business in 
America. 
Speed and dependnhility of maU service 

For our own business reasons, the Reader's Digest has been measur- 
ing the speed and dependability of mail service of all four classes on a 
comparable basis for 10 years. The I'esults of these tests help us deter- 
mine when to send out mailings to sell our products and how many 
days our products and our bills will bo in transit to the customer. 
These mail service tests of ours are not the most comprehensive or 
sophisticated mail service tests, but we have been conducting them in a 
consistent way for 10 years, so they do provide a useful long-term 
comparison. The Postal Service's own ODIS system provides a much 
more detailed analysis than ours, but it has been generating data for 
only 2 or 3 years. 

During the past 10 years, our tests show mail service getting better 
and getting worse (it got pretty bad in the early months of 1973). I 
have included as exhibit A to this testimony a summary first-class and 
third-class mail service chart which shows the average number of days 
our mail has been in transit from Pleasantville, N.Y., to the average 
destination in the Nation. 

It is our conclusion from studying our own mail service test data 
that while the mail service we receive currently is no better than it 
was 10 years ago, it has not deteriorated in any material way. Mail 
service in 1974 under the U.S. Postal Service is subject to the same 
variations as mail service under the U.S. Post Office Department prior 
to postal I'eorganization. We can live within these limits of quality, and 
we would prefer today's service at today's prices to faster service at 
higher prices. 

It is certainly no secret that many citizens would like to have 
faster and more reliable delivery of their mail. Some are willing to 
pay for priority service. But the business community, particularly 
tlio mail order industry, which is heavily dependent upon the Postal 
Service, is. in my judgment, much more concerned at what has hap- 
pened to costs than to service. 
Costs. •producHrity and capital investment 

Also included with this testimony is a table (exhibit B) which com- 
pai-es key data from the first 4 years of the new Postal Service with 
the same data from the last 4 years of the old Post Office Department. 

That same data is presented in a simpler way (as indices of fiscal 
year 1968 equaling 100) in the next table and" in its accompanying 
graph (exhibit C). 

We thought it would be interesting to compare U.S. Postal Service 
salaries and benefits per man-year with comparable wage and benefits 
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figures for United Parcel Service employees. Exhibit D shows quite 
similar patterns of employee earnings and benefits giowth for the 
two organizations. From 1968 to 1973, U.S. Postal Service salaries 
and benefits increased 58.6 percent, while United Parcel Service wages 
and benefits increased 50.4 percent. 

Finally, we have tried to relate the increases in weekly earnings 
(that is, without benefits) of postal employees to other weekly earn- 
ings increase data publisned by the U.S. l)epartment of Commerce, 
Bureau of the Census and by the U.S. Department of I^bor, Bureau 
of Labor Statistics. To make this comparable, we used 1967 as the 
base year, because that is the base year of the Bureau of Labor Sta- 
tistics indices. 

This data and an accompanying graph are enclosed as exhibit E. 
A glance at these exhibits will show in a nutshell what has really 

happened to the vital statistics of U.S. mail in the 7-year period since 
the end of fiscal 1968. For example: 

Postal salaries and benefits per man-year will have nearly doubled, 
from $7,687 in fiscal 1968 to $14,950 in fiscal 1975, an increase of 95 
jjercent. 

Between 1967 and 1974 weekly earnings (excluding benefits) of 
postal employees have increased more (83.6 percent) than the increases 
of Defense Department civilians (66.5 percent), other Federal Gov- 
ernment executive agencies (64.1 percent), private services industries 
(61 percent), or private manufacturing industries (55.4 percent). In 
1970 postal employees' earnings were increasing at about the same rate 
as U.S. household median incomes (both were up about 22 percent or 
23 percent over 1967). By 1973 postal employees' earnings were up 64.5 
percent over 1967, compared to a 46.4 percent increase in U.S. house- 
hold median incomes. 

Despite dramatic increases in capital investment commitments, a 
sevenfold increase from $226 million in 1968, to $725 million in 1972, 
to nearly $1.7 billion in 1975. 

Postal wage cost will constitute an even higher percentage of total 
operating expense in 1975 (84.9 percent than it did in 1968 (81.9 
X^ercent), despite a reduction of over 24,000 man-years in the postal 
work force. 

Pieces of mail per man-year (productivity) will be up 18.9 percent, 
or an average of about 2.7 percent a year, for each year of the period. 
Most of this increase in productivity occurred during the stewardship 
of U.S. Postal Service, and especially in 1973, the year of the heaviest 
cutback in man-years which coincided with the last significant increase 
in pieces of mail, before mail volume began leveling off. As a result, 
however, mail service was poor in early 1973. 

The total cost per piece of mail and the key first-class mail rate ap- 
pear to be locked into a ritual leapfrog dance, with rates waiting brief- 
ly for costs to continue their relentless climb, and then surging upward 
in mighty bounds to surpass costs for seemingly briefer respites, only 
to have the cycle repeat itself. 

The cost per piece of mail handled is influenced by five primary fac- 
tors : the number of employees, how much they are paid, the mail vol- 
ume they handle, the extent their productivity is helped by investment 
in mechanization and better facilities, and the quality of their man- 
agement. 
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As to the number of postal employees. U.S. Postal Service manage- 
ment has learned from experience during the early months of 1973 
that it is possible to reduce its work force to a dangerously low level, 
with adverse effects on the quality of mail service. 

As to hoTV much postal employees are paid, and whether their pay 
increases are fair to all involved, which they indisputably must be, 
that is for others to decide. The significance of this wage data, how- 
ever, is that it explains why, despite a 19-percent increase in produc- 
tivity per employee, the costs of operating the Postal System have 
increased 80 percent since 1968. The steep increase in costs and postal 
rates is uniquely a result of increased wages and benefits and not, as 
some have suggested, a blundering and inept management. 

As to mail volume, postal management and postal labor are now 
realizing that the past rates of increase in mail volume are by no 
means inevitable or even probable for the future. Significant sections 
of the message transfer market such as correspondence, advertising, 
order, billing and pa^Tnent mail—though subject to the postal monop- 
olj-—are nevertheless becoming economically ripe for wholly com- 
petitive nonmail alternatives. Additionally there is continuing and 
documented erosion of mail volume in those types of mail which are 
not subject to the postal monopoly. Suffice it to say that level, or re- 
duced, mail volume in future years, coupled with other inflationary 
forces, will produce even higher costs per piece of mail for the surviv- 
ing mail users whoever they may be. Future increases in mail volume 
must be fought for and won by the U.S. Postal Service, not taken for 
granted. 

The new U.S. Postal Service has reason to be pleased with its in- 
creased productivity. However, we look for the day when wage in- 
creases and capital investment costs will be offset by increases in 
productivity. Until then abnormally high postal inflation will con- 
tinue unabated. U.S. Postal Service will be risking over $3 billion in 
capital investment commitments in 1974 and 1975 to help improve 
productivity. This is a risk which must be taken, but we cannot afford 
to have it fail. 

The key to the complicated equation behind the cost per piece of mail 
lies in the motivation of postal management. A crash program of 
spending for mechanization alone will not solve the problem. The 
Postal Service needs all the skill it can muster to purchase the right 
kind of equipment, to employ it in the right places, and to help their 
employees to utilize it in the most efficient manner. Only then will 
postal manaarement be able to keep under control their total cost per 
piece of mail. 
Other aspects more difftntlt to quantify 

Those who criticize the Postal Service, and we ourselves intend to 
criticize aspects of it. should first try to appreciate the condition that 
the Postal Service would be in today but for postal reorganization. 

The old Post Office Department was clearly in a deteriorating condi- 
tion, with antiquated equipment and facilities and a scarcity of capital 
for modernization; with management paralyzed by continual inter- 
ference in day-to-day management from a liost of sources, political and 
other: a labor-management relationship which existed in name only, 
with labor negotiating not with management, but rather with Con- 
gress ; and with a Budget Bureau which regarded the Postal Service as 
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a poor cousin which got only what was left over after every other Gov- 
ernment project got its share. 

There is no question that the Postal Service is a better organization 
to work for today than was its predecessor. Not only is rank and file 
pay better, there are far greater career opportunities for advancement, 
there are better working conditions, there is better training and moti- 
vation, there are better safety procedures and there is an absence of 
political appomtments. Postal management no longer has that long 
list of no-control items that Postmaster General O'Brien used to talk 
about; postal management today has the authority, the responsibility 
and the opportunity to get things done. Wc believe it takes time for 
these factors to bear on the bottom line of the Postal Service. Future 
annual reports, we hope, will show more impressive quantitative 
results. 

It must be said also that the Postal Service is a better organization 
to work with today than was its predecessor. Not only is postal man- 
agement now listening to its customers, there are more manifestations 
today than ever before of the U.S. Postal Service and its customers 
working together to create mutual savings in such workload sharing 
areas as presorting, materials handling, and payment procedures. Pos- 
tal customers have even experienced the pleasure of agreeing with 
some of the philosophy of tlie U.S. Postal Service at the Postal Rate 
Commission. On more than one occasion the natural adversaries in 
those proceedings have found themselves jointly in pursuit of a com- 
mon goal. Later on I'll give you an example of how the U.S. Postal 
Service has seemed more in tune with the public interest, with the 
needs of its customers, and with the previously expressed will of the 
Congress than has the staff of the Postal Rate Commission. 

The Reader's Digest was not among the proponents or architects of 
the Postal Reform Act of 1970. The act did not come out the way we 
hoped it woidd. We did support certain features of reform, such as 
the end of restraints on management and the need for mechanization. 
We did not support the self-sufficiency concept. We have always felt 
that the monopoly given to the mail service is justified only by the 
national interest and that taxpayer support must be given to the na- 
tional postal system. We ui'gedthat the U.S. Postal Service should 
set its rates subject to a congressional veto power. We did not expect the 
20-percent overnight savings which the Kappel Commission had hoped 
for. because it takes time to create progress. 

Nevertheless, we believe that many of the act's provisions have 
proven beneficial. 

The Postal Service has learned they cannot solve problems simply 
by bringing in outsiders. We applaud the trend which seems to be 
currently emerging of promoting knowledgeable career postal em- 
ployees from within to senior management ranks. We think Post- 
master General Klassen has learned his job well and should stay on. 
We don't always agree with him, but we respect a man who has the 
courage to accept blame for such events as the upsetting of the bal- 
ance between costs and service in the early months of 1973^ and who 
then went ahead and fixed the problem. 

Before anyone criticizes postal reform, he should pause to con- 
sider where we would have been without it. Having said that, how- 
ever, I would like to discuss some major deficiencies of postal re- 
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organization which, unless remedied, will, I believe, doom the Postal 
Service to certain failure. 
The hreak-even concept 

The first defect of the new Postal Service is the so-called break- 
even concept. This concept was founded upon two fallacious assump- 
tions about the Postal Service. The first fallacious assumption was 
that the Post Office could really function as an independent corpora- 
tion rather than a "sei-vice-first" institution, which it always had 
been. The second fallacious assmnption was that the Service exclu- 
sively benefited those customers who used it and paid postage; and, 
therefore, that these sole beneficiaries of this service should be those 
who paid tlie total cost of that service. In fact, postal service is a 
principal Government function performed for and benefiting every- 
one. Of course, it need not be that way; one could design a postal 
service, or several postal services, tailored to meet the business require- 
ments of the customers who could afford to pay for the services they 
need. Such a postal service would, of course, be an abandonment of 
a governmental function which all Americans nesd and want, and 
which the Constitution itself directed by undertaken by Government, 
one of the few such functions mandated by the Constitution. 

There is an enormous cost to operating a postal service such as ours, 
which extends service to all Americans, wherever they live, at a price 
which is truly nominal for the ordinary citizen. It is hard to overstate 
the value to the citizenry of having an agent of the Postal Service 
visit his home 6 days of every week just so that on one of those days 
that citizen may receive or send a letter that is important to him—a 
social security check once a month, a letter to or from a loved one may- 
be twice a month, but no one knows on just what day. I doubt that any 
private mail service could break even if it charged the same price 
for delivering a letter to the Aleutian Islands as it did to deliver a 
letter across the street. To apply a break-even concept to such a system 
is to deny the governmental character of the ser^-ice, and to relegate 
it to the status of a mere business which would supply to those who 
can afford it a service that they want. The absurdity of such a posture 
can be readily se«n if one imagines for a moment that we had a break- 
even fire department, wliose services were available only to those who 
could afford to pay for the cost of putting out a fire should their prop- 
erty catch on fire. The costs of maintaining a fire department would 
be charged to the users of the system, and unless an individual deter- 
mined that the could afford to subscribe to this service, he would simply 
have to permit his house to burn. 
Pvhlw service coats to and the postal monopoly 

Tliis function of the Postal Service—its readiness to serve all the 
American people—has historicallv been allowed for bv Congress 
thropgh various money appropriations designed to supplement postal 
rovoni'O'? nnd hns rmne. bv various names, most recently the "public 
service allowance."' However, the Postal Reorganization Act contem- 
plates an eventual elimination of even the meager public service al- 
lowance presently authorized of some $920 million i>er year, which is 
an ever decreasing percentage of the costs of operating the Service— 
714 percent of fiscal 1075 costs. Whereas, prior to reorganization the 
Congress appi-opriated an average of 18 percent of total costs from 
1046 to 1970. 
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The Congress obligations to the Postal Service cannot be adequately 
measured without a consideration of its monopoly characteristics. 
Despite the best ofefforts , and the best of intentions, no organization 
as (ioliath-like as the Postal Service can possibly operate efficiently 
and wisely and be fully responsive to the demands of the people when 
it is utterly insulated irom the single factor which promotes efficiency 
and wise management in every other sector of our economy, namely, 
competition. 

We believe the Congress will continue to appreciate that it cannot 
manage the postal system, but can only provide an oversight function, 
which, while helpful, is not the kind of independent scrutiny by skilled 
technicians whicli is required to make tlie Postal Service fully account- 
able ; and by an apperication that the Postal Rate Commission, how- 
ever imperfectly it has been operating, can be made an instrument 
of limited usefulness in rex]uiring a degree of accountability from the 
Postal Service as a substitute for the restraining influences normally 
provided by competition. 

We do believe that by continuing the Postal Service as a monopoly 
the basic postal policy set foith in the Reorganization Act (sec. 101a) 
can be achieved. This committee wants, as is evident from the Postal 
Reorganization Act itself, and H.R. 15511, to maintain the monopoly 
and to pay the Government's—that is, the taxpayers'—fair share of 
operating this monopoly system. 

The Congi-ess has an obligation on behalf of the taxpayers to pay 
for the public service and monopoly cost of the Postal Service. That 
cost is incurred in behalf of all American citizens to make possible the 
kind of service that we have had traditionally and which the American 
people have made evident that tliey want to continue to have. It is, ad- 
mittedly, not that easy to know Avith any great precision what that 
amount is or should be from time to time. H.R. 15511 attempts to 
resolve that problem by arbitrarily determining that an amount up to 
20 percent of the current costs of operating the Service could be appro- 
priated by the Congress as the fair share of all the taxpayers for the 
operation of this system. In my judgment, 20 i:)ercent of current postal 
costs is a much closer estimate of the fair share of the taxpayers than 
the current figure of 10 percent of 1972 costs, but it is again an arbi- 
trary amount. Moreover, the way in which the bill is drafted would re- 
quire that the Postal Service not only seek an annual appropriation of 
such an amount, but would require the Postal Service annually to seek 
authorization from the Congress for the requested amount, with no 
assurance that the Congress in any given year will find that 20 percent 
or even 10 percent is warranted. The Postal Service would never know 
from year to year what its fiscal posture would be and what the source 
of its funding would be. Moreover, it would subject the Congress to an 
annual scranible by every interest, including ourselves, to lobby for the 
largest possible amount. 

It would appear that a principal objective of requiring an annual 
authorization would be to subject the Postal Service to much closer 
scrutiny by the appropriate congressional committees, and to give the 
Congress a much deeper involvement in postal expenditures. One can 
sympathize with the view of the Congress and the drafters of this legis- 
lation that it is unthinkable that they would turn over vast sums of 
money to the Postal Service to be expended in any way the Postal 
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Service chooses without any congressional involvement in that deci- 
sionmaking process. 
A recommendation 

It would seem to me preferable, however, for the Congress to make a 
legislative determination of the amount which they are authorizing for 
appropriation for this public service purpose, and to direct the pur- 
poses for which that money can be spent. The clearest example of a 
postal function which is an immediate benefit to every American, and 
which clearly cannot be justified solely as a business operation, is the 
delivery function of the Postal Service; that is, the delivery each day 
of mail and parcels to the home of every American in tliis countiy, and 
to many businesses in this country several times a day. The cost of tliis 
delivery function is perhaps the largest single cost of operating the 
Postal Service. The delivery of mail is one of the few remaining 
functions that must be performed with human hands and feet and 
hearts. In fiscal year 1975 the Postal Service estimates total delivery 
costs of $2.5 billion. That amount represents approximately 20 percent 
of the estimated costs of operating the Postal Service for fiscal year 
1975. We propose that the Congress legislate that the taxpayers—that 
is, the Treasury—will pay the annual costs of delivering mail from 
post offices to all Americans. Congress will thus have determined the 
purposes for which its appropriated moneys can be spent, and will have 
determined the amount of the appropriation that is authorized without 
resort to an arbitrary percentage figure. The Postal Service managers 
themselves should find no objection with such an approach because it 
would not interfere with their management prerogatives. 
AccoimtabUity of the USPS 

A second defect of the current postal structure, albeit an unin- 
tended one, is a lack of accountability. Whatever the evils fostered 
under the old U.S. Post Office Department, there was at least account- 
ability in a very detailed way to the Congress and derivatively, there- 
fore, to the American people. Of course, the Congress did retain over- 
sight functions of the Postal Service, and this subcommittee and 
others have been vigorous in conducting investigations and hearings 
in performance of that oversight function. 

Also, the act established a Board of Governors, intended to be com- 
parable to a board of directors of a corporation, which would be an- 
other agency requiring an accounting from the managers of the Postal 
Service. And the Reorganization Act also established a Postal Rate 
Commission which, at a minimum, was to review the fairness and 
equity of the Postal Service's rate structure. How much more extensive 
the regulatory authority of the Postal Rate Commission is remains to 
be developed. Suffice it to say that, at present, the Postal Rate Com- 
mission is not performing a regulatory function in the same way that 
the Civil Aeronautics Board does over the airline industry or the 
Federal Communications Commission does over A.T. & T., meager as 
that regulatory function may be in those cases. 

There is, for example, relatively little effort on the part of the 
Postal Rate Commission to examine the cost control mechanisms 
operating in the Postal Service to examine the budgetary function of 
the Postal Service as a cost control device, to scrutinize the effective- 
ness of labor-management bargaining, to weigh the effectiveness of 
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capital spending decisions, and just generally to look for fat in an 
operation which is one of the most gigantic enterprises ever conducted 
in history. In the past, the Congress itself performed this function, 
and never in modem times did it approve all of the Post Office money 
requests. 

But as a practical fact, what is happening at the Postal Service is 
that management and labor, through the collective bargaining process, 
fix the wages and working conditions which will dictate what approxi- 
mately 85 percent of the costs of the Postal Service will be. Naturally, 
labor, as one would expect, seeks to get the most that it possibly can at 
the bargaining table. Management, on the other hand, knows that 
whatever it gives at the bargaining table, it can recover in the form of 
price increases from the users. Then imder the present mechanism, the 
bill for these increases is simply presented to the Postal Rate Com- 
mission, and the Postal Kate Cfommission has no discretion to deny 
those increases to the Postal Service, but merely to determine who 
among the various users should bear the burden of those increases. 
Thanks to their monopoly, the Postal Service does not have to worry 
about losing their business to the competitor across the street because 
they have priced themselves out of the market. 
Postal ratemaking 

And this brings us to the Postal Rate Commission and its perform- 
ance to date. We are a participant in the two proceedings ongoing at 
the Postal Rate Commission, so I am not as free as I would like to be 
to express my opinions of that body and its performance to date. 
However, I can say that I am alarmed at the tendencies I have noted 
in the decision it has issued and in the conduct of its proceeding so 
far. There is a pronounced hostility on the part of the Commission, and 
most particularly, on the part of its staff, to many large customers of 
the USPS, even where they are users of first-class mau. The so-called 
Public Counsel of that Commission, the office which Congress desig- 
nated in the Postal Reorganization Act to represent the public at 
large, has taken a particularly hostile attitude to large mail users. 

In its first decision, the Rate Commission went out of its way to 
ignore the very clear legislative history established by the House Post 
Office and Civil Service Committee over the types of costing methodolo- 
gies which the Congress contemplated would be used in fixing postal 
rates. A clear predicate for the ratemaking provisions of the Postal 
Reorganization Act was the adoption by the Postal Service of a new 
incremental costing methodology, which took the place, after constant 
congressional criticism, of the old cost-ascertainment system utilized 
for too many years by the Post Office Department. Everyone—the 
Postal Service, the mail users, and the Congress—knew that the cost- 
ascertainment system was merely an accounting device for distributing 
all postal costs across all classes of mail, but that those cost distribu- 
tions were meaningless for purposes of understanding what it actually 
cost to provide service for a particular class or subclass of mail. That's 
why the Congress itself in the 1958 Postal Policy Act decreed that 
first-class mail must pay substantially in excess of what the cost- 
ascertainment system showed their costs to be, and that, conversely, 
other classes of mail should pay less. This was a candid recognition by 
the Congress that in fact the cost-ascertainment system did not show 
the true costs of handling a particular class of mail. 
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In response to repeated criticisms, the Postal Service developed a 
new costing system under which approximately 50 percent of the 
costs could be assigned on a causally related basis to particular classes 
of mail, and that the other 50 percent of the costs were, if you like, 
institutional, and would have to l>e apportioned among the various 
classes of mail on a noncausally related or judgmental basis. It was 
in the light of the adoption of this new costing methodology that 
Congress determined that each and every class of mail would have to 
pay its costs directly and indirectly attributable. When Congress 
wrote that statute, they clearly had in mind that the Postal Service 
had said that 50 percent of all postal costs were directly and indirectly 
attributable to the various classes of mail. It was never Congress' 
intention that each and every class of mail would have to pay, as a 
minimum, its direct and indirect attributable costs if, say, 75 percent 
of all costs of the Postal Service were attributable to it. Despite that 
clear record, the Postal Rate Commission has managed to read that 
legislative history out of existence and to pronounce that you, the 
Congress, had absolutely no costing system in mind when you passed 
the act. 

The Rate Commission now seems to be engaged in an effort, par- 
ticularly on the part of the office which represents the public, to 
devise any kind of a costing methodology which will permit first-class 
mail to pay less postage and the other classes of mail, the classes used 
primarily by businesses dependent on the system, to pay substantially 
more. The Commission seems to have approached this task as though 
that were the ultimate objective; there is a clear attitude of im- 
patience by the Postal Rate Commission with any efforts of partici- 
pants which stand in the way of the achievement of that goal. 

From my limited understanding of what the Postal Rate Com- 
mission is about, it is on a disaster course; it is bent upon forcing the 
Postal Service to adopt costing techniques which will have ruinous 
consequences. The most ludicrous example which comes to mind is a 
proposal by thie staff of the Postal Rate Commission that the first- 
class postage should be 9 cents rather than the 10 cents per piece pro- 
posed by the ITSPS, and that bulk third-class postage should be 7.6 
cents per piece instead of the 6.3 cents per piece proposed by the TJSPS. 
Now, one does not have to be an expert, or have any long experience 
in postal matters to understand tliat if the difference in price between 
first-class mail and bulk third-class mail is only 1.4 cents, and the 
mailer must perform onerous and expensive preparation—sorting and 
sacking requirements—in order to obtain the bulk third-class rates, 
and suffer with the deferred, uncertain service accorded to that class, 
and the denial of forwarding service, then no one in his right mind 
would use bulk third-class mail. Even now with first class costing 3.7 
cents more than third, this year the Reader's Digest is sending 35 
million pieces by first-class mail rather than third class because we 
believe the better service is worth that 3.7 cents to use in those 
instances. 

It just so happens that a very large industry in this country is de- 
pendent for its very existence upon a reasonably priced bulk third 
class mail service. Substantial segments of this mailing industry can- 
not afford to pay first-class postage. But when one adds the preparation 
costs necessary to meet bulk third-class mailing requirements to the 
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rates proposed by the staff of the Rate Commission, the costs of making 
a bulk third-class mailing would be roughly approximate to the cost 
of a first-class mailing. 

Aside from the calamitous economic consequences to the mail order 
industry from such a proposal, the results to the Postal Service itself 
would be disastrous. There would be an enormous loss in the volume 
of third-class mail, and thei-efore in the overall volume of mail in 
the Postal Service. And it would be a loss of the kind of mail which 
permits a steady work flow in post offices. The increases that the Postal 
Rate Commission staff has in mind for bulk third-class mail are no 
different than the staggering increases that they have in mind for 
other special classes of mail. 

The Reader's Digest is in perhaps a unique position. It uses more 
first class mail than any other class, but it also uses all other classes 
of mail, second, third, and fourth class. The Reader's Digest has no 
interest in seeing first class rates lowered to the disadvantage of other 
classes; nor does it have any interest in seeing any one class prefered 
over another. We believe that there is an optimal pricing structure— 
a most efficient set of rates—which will produce the most efficiently 
operating Postal Service. We believe that it is this objective which 
the Postal Rate Commission should be attempting to approach, rather 
than seeking to punish special classes of large business mail users, 
out of some misguided suspicion that they have for too long a time not 
paid their fair share, and have been taking a free ride on the backs 
of the small first class mailer. This kind of prejudice simply has no 
place in what is supposed to be the quasi-judicial atmosphere of the 
Postal Rate Commission. 

As it stands now, we have a Postal Rate Commission which has 
decided that the Congress told it that it is to require each class and 
subclass and service to pay all of the costs which are assigned to that 
class, plus, in the case of nonpreferential users, some share of those 
costs that ai-e not otherwise assigned; that the Congi-ess has, further- 
more, told the Postal Rate Commission it can decide for itself on how 
to assign those costs, and use any system or methodology which, for 
whatever reasons, it deems to be the best, without regard to whether 
those assignments are or are not based on any causal relationship; 
and that, for all intents and purposes. Congress intended to prefer no 
class or subclass of mail or service as against any other class or sub- 
class of mail or service; and that the various rate criteria enumerated 
in the Postal Reorganization Act are without meaning except in that 
they may describe some kind of elasticity of demand criteria. The act 
listed eight criteria and the Rate Commission has disregarded every 
one but elasticity and cost. 

Stronger guidelines needed for the Postal Rate Commission 
It seems to me that we must have a Postal Rate Commission op- 

erating under very specific dictates and criteria established by the 
Congress, such as the following: 

1. The Postal Rate Commission is to assign postal costs to those 
classes of mail which cause directly the incurrence of those costs, and 
that the test used to determine whether or not that cost was caused 
by a particular class or service is whether or not that cost could have 
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beoii avoided, in wliole or in part, if tlie service were not performed at 
all in the following 2 years. 

2. That eacli class of mail or service will pay. as a minimum, 
those costs which tlie Commission determines were caused directly 
by the fni^nisliing of that class of mail or service. 

3. 'Hiat all costs of tlie Postal Service which cannot be casually 
assigned to a particular class or service shall be apportioned among 
the various classes or services in accordance with all the following 
criteria which are somewhat judgmental: 

a. The tirst criteria shall be the ability of that class of usere to 
pay the additional allocations of cost; 

h. Tlie Coinmission sliall take into account the fact that the Con- 
gress lias historically regarded certain kinds of mail matter as more 
valuable to the country than other kinds of mail matter: specifically, 
that magazines, newspapers, books, and records are deemed to be a 
valuable resource to the country, and. therefore, the educational, in- 
formational and cultural values which they disseminate so widely 
should l)e promoted by having a lower postal rate than they otherwise 
might liave; 

c. The Postal Rate Commission shall consider in appoi-tioning these 
other costs whether, if there were no postal monopoly, a given class or 
subclass of mail could be delivered by private enterjirise at a lower 
price than that charged by the Postal Service. If so, the Postal Rate 
Commissi<m could make a lesser allocation of these costs to that cl.ass 
or subclass in recognition of its captivity to the monopoly: 

d. Th(! c«st allocations shall give due weight, beyond the mere cost 
incnrrence reflected therein, to the level of service pro\'ided to that 
class or subclass, that is, preferred versus deferred; and 

e. The Postal Rate Commission shall give due regard to the per- 
centage increases that would l)e brought about in a particular class or 
subclass rate because of the allocations of these costs, striving to avoid 
imduly large pei-centage increases in rates for that class of subclass. 

Xow these criteria are judgmental, but they would he the expression 
of congressional judgment, and therefore would relieve the Po.stal 
Rate Commission of making policy judgments they presently feel they 
are not qualified themselves to make. They are, I submit, merely com- 
mon sense and fair approaches to distributing tliose costs wliich are 
institutional and which are incurred by the very nature of ba\"ing 
a jjostal system such as we have. 

For example, when a class of mail is given pi-iority service, there is 
probably a directly traceable cost that can be measured to the pro- 
vision of that service, and this cost itself will therefore be I'eflected in 
the assignable costs. However, in terms of intrinsic values of the serv- 
ice, it also follows that, because a particular class is getting better 
sen'ice than another class, this factor should also weigh in the allo- 
cations of the institutional costs of that class. 

Likewise, if an equal allocation of institutional costs to two classes 
of mail would produce in the one case a 1.5-percent increase in rates, but 
in the other case, would produce a IflO-percent increase in rates, it is 
merely coimnon sense to try to temporize the drastic effect on the lat- 
ter class by allocating somewhat less of the institutional costs to that 
class and slightly more to the other class. Eventually, those classes of 
mail which had historically low rates will, if they should pay moi'e, 
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pay more gradually without liaviu;; to al)iui)tly go out of hiisiiu's^s in 
the process. 

"\^^lat seems to be missing at llio Postal IJale Cominissioii is a .~euso 
that they are dealing in life and death terms for thousands and thou- 
sands of businesses in this country; and not merely engaging in an 
academic exercise where the Commission chooses among competing 
abstruse and theoretical economic a[)proaches to <'osting. Tiuit ('om- 
mission needs to understand tliat it iuis in its hands, through ils rate 
setting powers, the decision as to whether or not these businesses will 
survive. If the Ccmunission cannot learn tiiis, then we would have to 
consider proposing its absolution, "\^'lmte\•er the defects in the congres- 
sional ratemaking proces.s, the members did bring a high degree of 
realism to the subject. 

We are aware that the Postal Service would prefer to see the Postal 
Eate Commission re])laced with a purely advisory body housed within 
the Postal Service. That suggestion is precisely the same one that was 
originally offered in the administi-ation's version of postal reorgan- 
ization, and which the ('ongress rejected, at the nrgings. T might 
add, of many of the mail users, including ourselves. Despite th(^ de- 
velopments at tlie Kate Commission, we are not >-et icady to ai)audou 
this approach to ratemaking, e\en tliongh we i)elieve. at least for now, 
that the Postal Service has a nnidi more sensible ap[)roach as to how 
rates should be created than the Kate Conunission does. But as a 
matter of principle, we believe it is important that the Postal Service 
has to be resjwnsive to independent, institutionalized forces, outside 
of the Postal Service. 
O ther considerations 

We are not convinced that tiie ])roposal in II.R. l.")r>ll. which would 
eliminate tlie power of the Board of Governors to i-eject a decision of 
the Rate Commission, is advisable. As we understand the I'ostal Re- 
organization Act, the authority of the Board of (iovernors to disaj)- 
prove or modify a decision of the Po.stal Hate Commission is very 
narrowly circumsciil)ed: and theie is no evidence to suggest liiat I lie 
Board of Governors has or will attempt to abust; the limited i)ower 
they have bt>en granted. Until they do, we do not believe that any 
change is required. 

The provision hi II.R. ir)511. which would extend from 00 to ISO 
days the time in which the Rate Commission nm.st act befoi-e tem- 
porary rates can be ])lacefl into effect, is a sensilile proposal. So far, 
the rates in effect most of the time have been temporary rates, which 
•we are forced to pay even though tliey have been subjected to no ('om- 
mission scrutiny. The Postal Reorganization .Vet contemplated that 
some kind of meaningful Rate Conunission consideration could be 
accorded to rate requests within 90 days. That simply is not possible, 
and there is no point in contimiing such a system. We do not believe 
that in rate matters the Commission has been dilatory; we believe they 
have acted with expedition. In the future, it might very well be jws- 
sible for the Rate Commission to issue a rale (lecision, if they were 
granted a 180-day period in wliich to do so. 

The further provision in the jjroposed bill which would limit tem- 
porary rate increases to 10 percent, we believe, would be unduly re- 
strictive of the opportunities of the Postal Service to raise the reve- 
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nues it needs to operate. On the other hand, we do not believe it would 
be unreasonable to limit temporary rate increases to an amount which 
is not more than 10 percent per annum larger than the permanent rate 
for each year that that rate has been in effect. Thus, if the permanent 
rate had been in effect for 3 years, a rate increase up to 30 percent on a 
temporary basis would be allowable. 

The provision in the bill that requires Senate confirmation of ap- 
pointees of the Postal Kate Commission, we think, is commendable. 
The short history of the Rate Commission to date would bear that out. 

And we most certainly approve of the bill's provision which would 
allow the Postal Service to pursue its rights in court without the 
prior consent of the Attorney General. 

In conclusion, it is our judgment that, despite the obvious need 
for legislation to correct mistakes that were made in the Postal Re- 
organization Act, principally to put an end to the myth that the 
Postal Service can and should break even, we should all recognize 
that there is not going to be any "quick-fix," legislative or othervdse, 
to the problems of the Postal Service. There is no new legislation which 
this Congress can pass which will permit it to forget about the Postal 
Service and let it run happily along on its course for the next decade. 
The Postal Service will require constant watching by an alert Con- 
gress, most specifically this committee; by a vigilant Rate Commis- 
sion and staff performing a genuine regulatory function; and by mail 
users; and not least, by a Board of Governors which will give real 
time and attention to their jobs of acting as a responsible board of di- 
rectors of the Postal Service accountable to the Congress and to the 
American people. 

But the Postal Service immediately needs legislative help to nrovide 
additional funding so that the Government can pay, on behalf of the 
American people, their fair share of the costs that are generated by 
providing a sj'^stem for all of the American people; and legislation 
must be enacted to give real direction and purpose to the Postal Rate 
Commission before that Commission can do irreparable damage to 
the Postal Service and to the mail using industries that are dependent 
upon it and captive to it because of the postal monopoly laws. Unless 
this Congress acts within the year on at least these two matters, there 
will be a genuine catastrophe in the offing that will make insignificant 
any problems encountered in the old U.S. Post Office Depaitment. 

[The exhibits referred to follow:] 
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Mr. HAXLEY. I thank you very much, Mr. Rhodes, and, as I antici- 
pated, your testimony is excellent and we do have a number of 
questions. 

I am going to ask, if you would be good enough to accommodate us 
for just a couple of minutes and allow me the opportunity to recognize 
a Member who has to leave to go to the floor very shortly. I'm going 
to ask you if you will yield prior to questioning to Hon. Lawrence 
Coughlin. 

Mr. RHODES. Surely. 
Mr. HANLET. Thank you very much. 

STATEMENT OF HON. LAWRENCE COTJGHIIN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 

Mr. CoTTOHLiN. Thank you very much, Mr. Chairman. 
I have submitted copies of my testimony and I would ask that it be 

included in its entirety in the record, and I might just very, very 
briefly summarize it. 

Mr. HANLEY. Without objection, so ordered. 
Mr. CouGHLrx. Mr. Chairman, the Postal Reorganization Act of 

1970 provides that the Postal Service "shall provide prompt, reliable, 
and efficient services to patrons in all areas and shall render postal 
services to all communities." Wliile this mandate is clear, in my judg- 
ment the failure to fulfill the mandate has been equally clear. 

In my testimony I have cited a number of cases about which con- 
stituents have written to me involving lost or delayed mail, poor postal 
service and. in particular, the nonresponsiveness of the Postal Service 
to the complaints of these constituents. 

I might cite one classic case that actually happened in my office in 
which some important materials was mailed first-class, certified mail 
to Jamaica, Ijong Island, New York State. New York State, as the 
chairman well knows, is one of the United States and when the mate- 
rial was not delivered it was finally tracked down. The package, clearly 
addressed to Jamaica, Long Island, New York State, with lihe proper 
ZIP code and proper postage, had in fact arrived in Jamaica, British 
West Indies. 

I agree with the proposals that have been made by the chairman 
and feel that the requirement of the Postal Service to attain self- 
sufficiency by 1984 will certainly lead us further down the road to less 
service, more delays, and higher rates. 

Much of the streamlining that has been done is certainly important, 
but what is needed is a clear directive from Congress to the Postal 
Service administrators that cost saving and self-sufficiency are goals 
which come second to prompt, efficient, and courteous service. 

I also strongly endorse the specific standards proposed by Congress- 
man Elwood Hillis in H.R. 5051 which include next-day delivery of 
mail deposited for delivery within a city, 3-day deliveiy of mail de- 
posited for delivery within the United States, carrier service on a 6- 
day-a-week basis, second-attempt delivery of parcel post, and multiple 
deiivei-y and collection service. 

In addition, I find that a recurring problem in the Postal Service is 
overemphasis on management and too little emphasis on the consumer's 
viewpoint. I feel that a separate, adequately effected division of the 



282 

Postal Serviro ppccifically designed to represent consumer interests 
woidd he a frreat improvement. 

Finally. T am concerned about the allegations of squandering of pos- 
tal funds hy the Postmastei- General. I would urge a complete investi- 
gation of the charges against Mr. Klnssen and certainly on the basis 
of the i-ecord that I have seen so far, I believe the public interest might 
best be served by his resignation. 

Thank j-ou very much, Mr. Chairman. I appreciate the chance to be 
here. 

Mr. HAXLEY. Larry, on behalf of the committee, we. too. appreciate 
the very keen interest that you have evidenced in this subject matter 
and I know that you, of course, joined up with me relating your ob- 
sei-vations a number of times, so we are deeply appreciative for your 
interest. 

Personallv, I will make it a point to read your testimony in its 
entiretv. I have no questions. Afr. Ford? 

iVrr. FORD. Thank you, Mr. Chairman. I have no questions. 
T liad a chance to read quickly tlirough our colleatrue's statement 

and I think that he lias very concisely stated in a short few pages 
what we have been "hearing from a trood many of oiir colleagues for 
some time and I thank you for putting this in the record. 

Mr. CoTOHLix. I thank my colleague from Michigan. I thank you, 
Mr. Chairman. 

Mr. HANLEY. Thank you very much, Larry. 
[The prepared statement which w,as submitted by Congressman 

Coughlin follows:] 

PREPABED STATEMENT OF HON. LAWRENCE COUGHLIN 

Good morning, Mr. Cliairmnn. I am pleased to participate in the Postal Service 
Subcommittee'.s hearings today on proposed amendments to the Postal Reor- 
ganization Act of 1970. I appreciate the opportunity to convey to yon the views 
of many of my constituents concerning the decline in postal service and to make 
some recommendations aimed at improving it. 

The Postal Reorganization Art of 1970 provides that the Postal Service "shall 
provide prompt, reliable, and efficient services to patrons in all areas and shall 
render postal services to all communities." While this mandate is clear, the 
failure to fulfill the mandate has been equally clear judging from the volume of 
complaints which I have received from constituents concerning mail service. 
For the most part, these focus on repeated instances of delayed delivery, lost mail, 
arbitrary postal districting, excessive red tape, and indifference to citizen com- 
plaints and problems. This situation is most disturbing to me and I would like 
to cite a few examples. 

In the area of lost or undelivered mail, two cases in particular stand ont. 
The first involves a constituent in my district who complained of several letters 
which she knew had been sent to her from various parts of the countrv but 
which she had never received. Aly oflice forwarde<l her complaint to the Postal 
Service and received a reply which states that "AVithout having an opportunity 
to examine envelopes which were delayed en route, it is not possible to deter- 
mine the cause of the delays . . ." This nou-res)X)nse is preposterous under the 
circumstances. Tlie problem is not one of mail delays but of lost mail which the 
Postal Service says it needs to examine in order to resolve my constituent's 
complaint, "ratch-22" arguments of this sort strongly indicate that citizen 
grievances are not taken seriously by postal officials and do nothing to endear 
the Postal Service to the public. I might add that two months after my constituent 
first contacted me aliont the lost mail, she had still not received it. 

Another case is that of a man who wrote me concerning a registered item that 
Iiad lieen lost in tlie mail. It had apparently arrived at his local Post Office: he 
had fdled out a delivery slip so that it lould he delivered to a neighbor and 
i-etnrned the .slip to the Post OfBee. Tlie mail never arrived and when he in- 
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quireil abont it, he was toVl thai it did not exist. M.v olficp coiitactwl jjostal 
officials and n-cfivi'd a familiar t.viif of n'sponsc di.scussiug general mailing pat- 
terns and conjecturing as to what liad hapiienetl but without producing the mail 
in question. 

\\'hile poor mail serriee is nnnoylns and inconvenient for most citizens, it 
can have .serious consequences for some. One man wrote me that his rent check 
wa.s delivei-ed to the wrong address, causing his landlord to evict him for late 
pa.vment. The problem hit close to home when a constituent sent me a letter 
requesting tour pas.ses dated Kebruar.v 15 which did not arrive in my office 
until April 10. It was then too late for me to be of any assistance. Late or non- 
delivery of nuiil can mean .serious linancial loss for businesses which rely on 
the mails for orders and billing. 

lueflBciency in the I'ostal Service is a persLstent theme in many complaints that 
come to my attention. Faulty service and poor organization result in additional 
cost to both the I'ostal Service and the ]>ublic. One constituent noted that tJie 
mail in her area is delivered by car although she lives close enough to the Post 
Otlice that she believes the area could be served more easily on f<K)t. Her husband 
and .sons have worked for the I'ostal Service, and she also ol)served firsthand 
that there were a dLsproiwrtionate number of sui>ervi.sors for the workers em- 
ployed in ea<-h post office. 

Xeedless expense was also evidenced in the complaint of a constituent to whom a 
package had been sent. Although properly addressed, the package was returned 
to the .sender acro.ss the coiuitry. The sender remailed the package which linally 
reached its destination a month and a half after the original date of mailing, at 
an additional cost of $1.30 to the .sender. This delay was costly for both the sender 
and the I'ostal Service. 

I can attest to instances of delay and inefficiency involving m.v own inallH 
witli a most incredible incident last Spring. Some Imixii-tant material was mailed 
by first class, certitied mail to .lamaica, liong Island, New York State. That's 
one of the I'nited Slates. When the package did not arrive after a few days my 
office began a check to determine what hai)pene<l and asked i>osfal authorities to 
investigate. Ten days later, the package arrived at its destination in .lamaica, 
Long Island. A few days after the dela.ved arrival I was told by postal author- 
ities that the package, clearl.v addressed to Jamaica, lx)Ug Island, Xew York, 
with the proiJer zip code, had been sent out of the country to .Jamaica in tlio 
British We.st Indies. 

Arbitrary and irrational districting appear to bo causes of serious hardship 
in some cases. The ISelmont Hills Civic As.sociation in my district wrote con- 
cerning this suburban Philadelphia community which has been assigned a 
Philadelpljia City zip code. As a result, the residents of Belmont Hills are sub- 
jected to unending inconvenience and inetjuity. They are force<l to pay higher 
urban auto insurance rates. The City government each year erroneousI.y sends 
Philadelphia school tax bills to .some Belmont Hills residents. In applying for 
certain jobs, they are referred to I'hiladelphia rather than suburban offices. 
Stores and services deliver to Belmont Hills out of their downtown stores rather 
than clo.ser suburban branches. Admission to suburban Montgomery t'ount.v 
recreational facilities which requires county residency is frequentl.v denied 
residents of Belmont Hills although the.v are county residents. Confusion and 
lo.ss of business also results from the fact that Belmont Hills residents are 
thought to be Philadelphia residents because of their zip code although tlieir 
phone numbers are not li.sted in the City directory. 

In response to my inquiries on behalf of Belmont Hills, the Postal Service 
replied tliat "it simply is not economically or oiierationally feasible to change 
delivery boundaries to jn-ovide local identity for tiie purpo.se of Revenue Sharing 
and Sales Tax revenue distribution." The Belmont Hills group responded with 
understandable annoyance that this answer was unsatisfactory and that they 
had not raised the issue of revenue sharing. However, since the Postal Service 
had. they ijointed out that Belmont Hills residents were being used to increa.se 
the amount of revenue sharing funds going to Philadelphia rather than to Mont- 
gomery County where they live. Some time later the Postal Service added insult 
to injury by misplacing its correspondence with the Bi^lmont Hills Civic A.ssocia- 
tion. I forwarded another copy of its most recent letter to me on this situation 
to the I'ostal Service and received the stock reply that a change of boundaries 
"would result in exorbitant costs and less efficient .sen-ice." Postal officials failed 
to explain why this is the case nor did they even attempt to address the questions 
of equity and efficiency which my constituents had repeatedly brought to their 
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attention. Despite my ongoing efforts to find a solution to this problem, it remains 
unresolved as of this date. 

Aside from the questions of organizational sluggislmess and operational break- 
down which seem to pervade the Postal Service, public frustration and anger 
with the Postal Service are greatly aggravated by evasive replies to inquiries and 
postal double-talk. If mistakes cannot be avoided, then a conscientious effort 
should at least be made to correct them. However, the Postal Service seems bent 
on dealing with public dissatisfaction by disavowing its deficiencies, blaming 
the mail user, and, as a final resort, sidestepping persistent complaints alto- 
gether. No government agency should be permitted to act this way. 

Mr. Chairman, these examples of IneflBciency and unresponsiveness on the 
part of the Postal Service provide only a glimpse of the deep dissatisfaction 
with mail service which my constituents increasingly express to me. I have 
chosen these examples because they are indicative of what appears to me a broad 
pattern of Postal Service indifference to the American public it is designed to 
serve which, I believe, has now reached an intolerable level. 

While I have been seriously disillusioned and disappointed with the perform- 
ance of the Postal Service since its creation three years ago, I am not prepared 
at this point to sound the death knell for the Postal Service as an entity by 
recommending that the reforms achieved as a result of the Postal Reorganiza- 
tion Act should be abandoned and postal operations returned to full congres- 
sional control at this time. If, in the future, it should become apparent that the 
interests of the American public would be best served by reasserting direct 
congressional jurisdiction over postal operations, I shall certainly support this 
move, but I am frankly not convinced at this time. 

In addition to the expectation gap which was created by predictions of vastly 
improved postal service wMch accompanied creation of the independent Postal 
Service, the principal problem with postal operations today is one of misplaced 
emphasis which pervades the policy decisions and actions of its administrators. 
Throughout the first three years of operation, emphasis has been placed squarely 
on cost-saving measures—curtailed service, a freeze on hiring, higher tK>stal 
rates—all of which have had the cumulative effect of causing substantial dete- 
rioration of postal service to the American public. The interests of mail users 
have been clearly given a low priority within the Postal Service. 

It should be evident by now that the requirement that the Postal Service 
attain self-sufiiciency and essentially break even by 1984 will lead xis further 
down this road with less service, more delays, and higher rates. I submit that 
Congress must not sit idly by and allow this deterioration to continue. As cre- 
ators of the Postal Service with ultimate responslbiliay for its performance, 
we have an obligation to the American people to take corrective action in order 
to ensure that their need for fast, efiicient mail service is met. 

One direction we can and should move is to change the present emphasis on 
cost efficiency to one which is weigthed more toward the public good. It is fine 
for a business to implement cost-cutting measures by raising prices, cutting 
personnel, or offering a product of poorer quality. If customers don't like it, 
they can go to competitors. But the Postal Service is a monopoly and should not 
be treated either by Congress or by its own cost accountants as a standard busi- 
ness enterprise which should be made to stand on its own at all costs. There is 
really no alternative for the American public to switch to when mall service gets 
too bad, so the usual incentives for better service which competition provides 
are absent. This is not to say that the Postal Service should be run in a less 
than efficient manner, that unneeded employees should be hired, or that services 
should be provided which are not really necessary. Every Government agency 
should be encouraged to strive for maximum efficiency in its operations but not 
to the extent that the agency's primary functions are impaired. It simply makes 
no sense. 

I believe the Postal Reorganization Act accomplished some real and much- 
needed reforms, notably the elimination of the old patronage system of hiring. 
Much of the streamlining of administration and operation of the Postal Service 
as well as the innovative technology which has been adopted over the past three 
years have been beneficial. What is needed is a clear directive from Congress 
to Postal Service administrators that cost-saving and self-sufficiency are goals 
which come second to prompt, efficient, and courteous service. 

There are several steps which should be taken immediately to implement this 
directive. The first is to remove the existing mandate that the Postal Service 
become virtually self-sustaining by 1984 which the Chairman has proposed in 
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his bill, H.R. 15511. This goal has turned out to be the major obstacle to decent 
mall service and must be revised. Secondly, Congress should set specific perform- 
ance standards which It expects the Postal Service to achieve for the American 
public, require that they be met, and pay whatever additional subsidy costs It 
will take. In this connection, I strongly endor.se the specific service standards 
proposed by Congressman Elwood Hlllis in H.R. 5051 which include next-day 
delivery of mail deposited for delivery within a city, three-day delivery of mall 
deposited for delivery within the United States, carrier service on a six-day-a- 
week basis, second-attempt delivery of parcel post, and multiple delivery and col- 
lection service. The public is entitled to no less than these standards of service 
and, to the extent that we accept lesser standards of service, we fall them. 

In addition, through my constituent contacts involving the Postal Service, I 
find a recurring structural problem which stems from the overemphasis on man- 
agement eflSciency to the detriment of actual service to people. The Postal Serv- 
ice is organized functionally to stress operations, administration, finance and 
employees, but conspicuously not the public it is Intended to serve. It seems to 
me that as a public service organization, one as vital as any public utility, the 
Postal Service should provide greater representation of mall users' interests 
within the counsels of postal policymaking. I frankly see little indication that 
they are adequately represented and much evidence to the contrary. 

Furthermore, the appalling insensitlvlty and indifference which many of my 
constituents experience routinely In dealing with postal officials do nothing to 
dispel the Impression of the Postal Service as a distant unfeeling corporate 
entity. 

A division of the Postal Service specifically designed to represent consumer 
interests, reporting directly to the Postmaster General, and participating regu- 
larly in policy decisions would go far to rectify the existing imbalance. A con- 
siderable expansion of the existing Consumer Advocate Ofiice would seem to be 
a step In the direction of building a more powerful structure of consumer in- 
terests within the Postal Service. Such a unit could be respon-fible for seeing 
that the specific service standards are met and could apply the continuous kind 
of pressure which will be needed to keep them up. A separate division, with ade- 
quate staff and resources, whose sole job would be to receive and act on con- 
sumer complaints and to expedite solutions on behalf of mail users would do 
much to improve the Postal Service's poor public image. 

While I am on the subject of the Postal Service's public image, I would 
like to comment on another matter which has been disturbing both to many 
of my constituents and to myself. I am referring to allegations of conflict of 
interest and squandering of postal funds involving the Postmaster General. I'm 
sure the Committee is aware of the series of articles by columnist Jack Ander- 
son alleging that Postma.ster General Klassen has accepted consultant fees.and 
detailing extravagant expenditures which Mr. Klassen has approved for his 
own personal comfort. I am at a loss to explain to my constituents why the 
Postmaster General should appear to grow richer and enjoy more luxury while 
the Postal Service continues to run a deficit and mail service grows steadily 
less reliable. These reports, which have not been satisfactorily answered, 'con- 
tribute greatly to the low esteem in which the Postal Service is held by the 
public. They must surely be demoralizing to postal employees as well. 

In response to this situation, I would strongly recommend consideration of 
legislation to prohibit the Postmaster General, whoever he may be, from engag- 
ing in any activity which might involve a conflict of interest. I would also urge 
a full investigation of the charges against Mr. Klassen. On the basis of Mr. Klas- 
sen's penchant for extravagance when everyone else is tightening his belt, and 
overall record as Postmaster General lacking in achievement, I am inclined to 
believe that the public interest would best be served by his resignation. 

Once again, I want to thank the Chairman for this opportunity to appear: 
before your Subcommittee. 

Mr. HANLEY. Mr. Rhodes, please resume the witness chair. 
I reiterate that the quality of your testimony is indeed excellent and 

obviously a great deal of research has been afforded the subject matter. 
I am delighted to have you say that in the judgment of Reader's Digest 
the service, though no better, is no -worse than it was prior to the imple- 
mentation of the Reorganization Act. T am delighted that that's the case 
from your standpoint. 

37-485  O - 75 - 19 
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I would be less than candid if I didn't say that that is inconsistent 
with the experience of the Congress as evidenced by the complaints 
from virtually every congressional office that these complaints have 
far exceeded the volume prior to that of the Reorganization Act and 
essentially provide a motivation for these hearings. 

Do you have any comment on this difference of opinion that the 
people out in the field have registered far more complaints during this 
brief several-year period than the Congress ever received prior to 
implementation of the Reorganization Act? 

Mr. RHODES. Well, I think first we look at it statistically. In our 
broad statistical base the fact that one letter does get mislaid does not 
change the average delivei-y time very mucli. So you must remember 
our figures are based on thousands and thousands of letters and not 
on the letter tliat the Congressman iust said was missent from Jamaica, 
Long Island, to Jamaica, British West Indies. 

I think the other thing that certainly must be acknowledged is that 
mail service deteriorated in early 1973 very seriously and our own 
record and chart shows that, and I tliink many of the complaints that 
you had were in that period and liave evolved from that period. It's 
an image that the Postal Service gets. 

Surely there's a need for reliability, but surely the error of per- 
centage is always going to be there and when you make an error in the 
Postal Service you really make an error. 

Mr. HAXLEY. Are there any particular areas, geographically speak- 
ing, where you have iioorer service than is average? 

Mr. RHODES. No. We cooperate with the Department in giving them 
our figures and we generally feel that geographically they do a good 
job. 

Mr. HANLEY. I see. 
Mr. RHODES. We keep track of it by States. What we do is insert a 

post card into our outgoing mail and ask our subscriber to return the 
card indicating the day on which he received our mail, and we have 
been doing this for years. We track it bv State from the time it leaves 
our building until it reaches our subscribers. 

Mr. HAXLET. I regret to say that we've ffot a problem here inasmuch 
as there's now a quorum call. I'm going to suggest, if this is OK with 
my friend and colleague. Bill Ford, that we recess and make the quonun 
and report hack in 10 minutes. T know T have a number of questions. 

Mr. FORD. I don't think that will be possible, Mr. Chairman, because 
the appropriations bill is on the .'i-minutc rule. Under the rules of the 
House the minute they .start on it following this quorum we will be 
unable to continue these proceedings. 

Mr. HAXLET. IS that the intent, that we move right into the .5-minute 
rule? 

Mr. FoKD. There's an amendment pending from yesterday, as a 
matter of fact. 

Mr. HANLEY. Well, in accord with the rules of the House, that 
(flashes the sucrgestion that T made. 

Mr. FORD. I don't want to cut off coming back, but I'm iust saying 
it's probably going to nm into that within a matter of a few minutes 
after this quorum concludes. 
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Mr. HANLEY. Well, again, it's regrettable that we find ourselves in 
this position. I have a good number of questions I hoped to chat with 
Mr. Rhodes about and I'm sure that you, Mr. Ford, have a number of 
questions. 

Mr. FORD. Mr. Chairman, before they come back, we could ask them 
to have their graph expert take a look at the graph they gave us here 
on service. There's an interesting phenomenon that occurs if you look 
at the two graphs. You see that wlicn one class of service was going 
up in days of delivery or in effect becoming poor, the other one went 
up with it; and when the service got better tliey both got better until 
we hit 1968-()9 wlien tlie two went in opposite directions, third and 
first class; and again, that phenomena occurred between the middle of 
1971 and the middle of 1972 and for some reason beginning in the 
middle of 1972 they got back together and they have been going up 
and down until 1974 when they start going in opposite directions 
again. 

What were the events or what do your experts who have been 
studying the mail have as an explanation for that strange happening 
on periodic occasions ? 

Mr. RHODES. I don't think we can answer that right now, Congress- 
man. We have no explanation. We just  

Mr. FORD. Are those contemporaneous with rate increases or with 
something else ? 

Mr. RHODES. We will look at them and send you a message. 
Mr. FORD. I note the last time it happened was about the time that 

Mel Laird went over there. 
Mr. RHODES. I don't think he's even on the chart. I also can tell 

you that these beautiful charts, which didn't cost us a nickel, because 
my associate, Mr. Hoyt who's in the room, drew them, just are simple 
graphs of the data and we often don't understand why the data 
behaves the way it docs. We will see if we can find some explanation 
for what you mentioned. 

Mr. FORD. It looks like the chart of the economy with unemployment 
and prices going in the same direction. 

Mv. HANLEY. Thank you, Mr. Ford. And with that, in accord with 
the rules of the House, we find ourselves in this difficult position. T 
had hoped and looked forward to a colloquy with Mr. Rhodes. That 
will have to be placed in abeyance. We do have a number of questions. 
]Mr. Riiodes. which I will present to you. I'm looking forward to your 
response to them. 

Mr. RHODES. Very good. [See p. 419.] 
Mr. HAXLEY. And again, our deep appreciation for your very well- 

done testimony. It's certainly going to go a long way in assisting this 
committee in its deliberations. 

Mr. RHODES. Thank you for your time, particularly this morning. 
Mr. HANLEY. Thank you, Mr. JRhodes. 
["VAHiereupon. at 10:1.5 a.m., the hearing was adjourned.] 
[The report which follows, on Conference on Rooks by Mail Serv- 

ice was received by the subcommittee for inclusion in the record.] 
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CCmFERENCE ON BOOKS BY MAIL SERVICE 

A REPORT 

The Conference was held on June 23, 1973, 
in Las Vegas, Nevada, under the joint 

sponsorship of 
The Council on Library Resources 

and 
The Indiana State University 
Department of Library Science 

Choong H. Kim and Irwin M. Sexton 

September 1973 

Department of Library Science 
Indiana State University 
Terre Haute, Indiana 
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HIGHLIcm'S 

Rural books by mail programs are reaching from 10 to over SO percent 
of rural population hitherto unserved by any of the standard public 
library services in the local area. 

There is little difference in reading interests of rural people 
whether they use the books by mall program or the regular library 
outlets. Rural reading interests are found to be largely in the 
areas of recreation, pleasure, home and family life. Women are 
the dominant group of rural readers, and not surprisingly, children 
constitute a minority. 

Urban or metropolitan books by mail programs are reaching a growing 
segment of those homebound, elderly, institutionbound, and working 
people who work during the library hours as well as a growing number 
of users of standard library services. Together these people represent 
from 4 to 6 percent of the total population in the local urban area. 

Urban books by mail uses reflect to a large extent the general reading 
interests of the regular library users in the local area where, in 
sharp contrast with the rural reading, non-fiction reading predominates. 

Books by mail programs are the main source of books for unserved 
rural population; whereas they are a supplementary source of books 
for most of urban population except those homebound, elderly, and 
people with physical impairments. The program is the main source 
for the latter groups. 

Staff involvement is an essential part in all of the books by mail 
programs.  In both rural as well as urban programs, staff cost is 
found to be the larop'^r rr.gf fartnr. whose relative cost may be 
expressed in median percentages of about SO percent in urban and 
30 percent in rural programs. 

The available data indicate that the staff cost in urban programs, 
such as San Antonio's where professional staff handles books by mail 
requests just as they handle walk-in patron's requests, is estimated 
to be about equal to or less than that in rural programs. 

In rural books by mail programs, a separate book (paperback) collection 
is found to be the second largest cost factor (the median is about 
24 percent).  In spite of the cost, such a collection is justifiable 
in order to serve a large additional rural population. However, 
a similar collection to serve general reading interests for an urbaii 
program would be a costly mistake, inasmuch as a great majority of 
urban books by mail users are also users of standard library services. 
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Preparation and mass-distribution of books by nail catalogs are found 
to be the third ranking cost factor (median of 12 percent) among 
rural programs. The cost per catalog copy ranged from 5< to 20<. 
(1973 costs) The larger the number of books by mail users, the less 
costly the catalog becomes. 

The available data indicate that the frequency of issue rather than 
the size of books by mail catalog is directly influencial in improving 
the catalog use, and that people tend to choose from the catalog titles 
prominently listed, illustrated, and annotated. It is also found that 
people order very few non-cataloged items from the main collection 
in spite of the fact that a statement is made in the catalog urging 
such outside-the-catalog orders.  It is suggested that both urban 
and rural programs experiment with "mini-catalog" and/or "package 
stuffers" on selective topics to selective users. 

Most of the known books by mail programs have learned to even out or 
control the demand by staggering the mailing of the catalog and thereby 
improve the collection as well as catalog efficiency. 

There is a growing evidence that both rural and urban books by mail 
programs are in fact helping the use of standard library services 
in the same and/or nearby communities. In some cases the books by 
mail program was instrumental in making people want a regular library 
in their community. Thus, the books by mail program is complementing 
rather than competing with (let alone replacing) the existing standard 
library services. 

The Conference has brought to a sharp focus the emergence of two 
different types of books by mail programs. One is the urban or 
metropolitan program designed primarily to serve the urban population 
and their needs; another is the rural program designed mainly to 
serve the rural population and their needs.  In fact these two are 
so clearly different that it is advisable that they follow different 
directions for further development. 

Of the many areas requiring further improvement, experimentation, 
and development, two most outstanding ones are (1) development of 
variously designed catalogs, standard as well as special purpose 
catalogs, to suit the needs of metropolitan and rural populations, 
and (2) methods whereby people can communicate easily and inexpensively 
with the library staff to get especially outside-the-catalog books 
and/or information from the main collection by mail. 
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BOOKS BY MAIL 

"The books by mail program is the kind of activity that is 
reaching out, that people are recognizing, and that is 
giving us the public image which is so important.  If I were 
to try to list two important movements that I see in the 
public library field in the next few years, it would be 
the books by mail prppT-am and the non-traditional educational 
programs.  I think there is a place where these two fit 
together working in conjunction." 

With these encouraging remarks by Hr. Fostpr E. Mohrhardt of the Council 
on Library Resources, the Conference on Books by Mail Service opened 
on June 23, 1973, in Las Vegas, Nevada. The highlights of the Conference 
discussions are recorded in a 60-minute cassette tape now available 
for distribution from the Department of Library Science, Indiana State 
University, Terre Haute, Indiana. 

A number of papers were written and submitted for the Conference 
discussion by directors or librarians of leading books by mail programs. 
This report is an effort to summarize these papers which contain not 
only descriptive but statistical data, most of which can be best presented 
in this format.* In summarizing these data, the present reporters 
tried to see the facts as well as the implications. Admittedly this 
summary is subjective and may have been written differently by different 
reporters. This subjectivity, though unavoidable, will be balanced 
by publication in the near future of a separate volume containing 
the complete papers and data.  It is hoped that this report will serve 
for all interested public librarians in the nation not as a guideline, 
but as a seasoned advice to help plan new books by nail programs or 
give new direction to existing programs. 

Bur Oak Library System, Illinois 
Com Belt Library System, Illinois 
Rolling Prairie Library System, Illinois 
Vanderburgh County and Evansville Public Library, Indiana 
Central Kansas Library System, Kansas 
North Central Kansas Library System, Kansas 
Enoch Pratt Free Library, Maryland 
Wyoming County Library, New York 
Mail Order Delivery (MOD) Library Service, Harrisburg, Pennsylvania 
San Antonio Public Library, Texas 
North Central Regional Library, Washington 
Dodge Ccvnty Library, Wisconsin 
Manitowoc County Library, Wisconsin , 
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PART I. IHPUT  RESOURCES 

COST:  IS THE BOOKS BY MAIL PROGRAM ECONOMICALLY FEASIBLE AND PRACTICAL? 

This question is important not only to those libraries where a new 
books by mail (hereafter called BBM) program is being planned but also 
to libraries where the programs are largely supported by Library Services 
and Construction Act or other outside funds, inasmuch as a decision on 
the future of the programs will have to be made when these funds are 
terminated. Several BBM libraries have made the decision to continue 
and develop the program. 

In determining whether or not the cost of a BBM program is acceptable 
the experience of libraries where such programs have already been de- 
veloped may be used as examples. Two most experienced BBM libraries, 
San Antonio Public Library in Texas and North Central Regional Library 
in Washington, offer most encouraging examples. At the termination of 
the outside funds that had been supporting their experimental programs, 
both of the Library Boards found the program cost acceptable and decided 
to keep the programs and incorporated them into the regular budget. 

The San Antonio progragu_.aa. urban ..model, did not have to set up a 
separate additional collection or a mail-order catalog to start and 
maintain the program; it was "embarrassingly simple," according to the 
Library Director.  Following this model closely, the Enoch Pratt Library 
of Baltimore recently started a books by mail program with no special 
collection or catalog.  In spite of a severe budget cut, the Enoch 
Pratt Library has been able to initiate and maintain the program on a 
"less than shoestring budget," according to the Coordinator of the 
Program. 

In the North i:entral-,Re£ional Library, .a rural model, the Library 
Board decided to keep the Mail-Order Library program at the termination 
of the LSCA funds that had been supporting it. The Board found that 
the program turned out to be quite competitive with other alternatives 
in terms of cost and far advantageous in terms of achieving the ob- 
jective of "equalizing the library service." For this library, the 
main strength of the program lies in the fact that it does not require 
the concentration of population in a locality a bookmobile or branch service 
would require. Manitowoc County Library in Wisconsin followed the 
North Central model very successfully in instituting a rapidly growing 
Mailbox Library program. According to Alice Kelley, Extension Librarian, 
"It costs the same to circulate a Mailbox Library book as it does to 
circulate a book from the general collection of the Manitowoc Public 
Library—^'^f  PRT VinnV " In the Wyoming County Library in New York, 
Irene Swanton, Assistant Library Director, found the BBM program 
economically feasible and perhaps, "cheaper than the regular service." 
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One small library system in Wisconsin, Dodge County Library, has been 
operating a modest but growing books by mail program without any outside 
funds for over a year. This Library prepared a very modest home-made 
catalog and offered use of the entire library collection for mail service. 

So far none of the existing programs known to these reporters has 
decided to discontinue the program because of lack of funds or high cost. 
On the contrary, the BBM program in some areas is being given serious 
consideration because of budget cuts. 

Another approach in looking at the cost is to compare the cost and 
benefit between libraries and/or between different services. This approach 
is useful in that it furnishes a firm ground for making a decision. 

An economic analysis of Pennsylvania State Library's BBM project, 
Mail Order Delivery (MOD) Library service has been made as a research 
project of the Institute for Research on Human Resources by Dr. Teh-Wei Hu 
and Dr. Bernard Booms.* The main purpose of the study is to compare 
the benefit-cost relations between the MOD Library service and the existing 
bookmobile service in the State. The preliminary data seemed to indicate 
that the two services are comparable in cost-benefit ratio, and that the 
cost outweighs the benefit in both services: "Bookmobiles, on the average, 
have ratios of .74 (benefits/current costs) and .68 Cbenefits/total cost), 
while the MOD program has ratios of .73 (benefits/current costs) and .64 
(benefits/total costs)." At this writing, however, these data and inter- 
pretations are being finalized; a summary of these will be included in the 
separate volume to be published shortly. Mr. William Mick, Director of 
the MOD Library, in relating his personal assessment of the program indi- 
cated that in the long run a cooperative BBM program using a catalog pre- 
pared cooperatively or purchased commercially would be more economical than 
if the entire cost of the present operation were borne by local libraries. 
This appears to be what the three library systems in Illinois have been 
experimenting with. 

Discussing the Illinois' BBM programs at the Conference, Dr. Lucille 
Wert, Director of Library Research Center of the University of Illinois, 
indicated that the three systems (Bur Oak, Com Belt, and Rolling Prairie) 
were serving about 7,500 borrowers in 1972 at a cost of $8.06 per borrower, 
and that the three system librarians were going to have to consider the 
cost of this service in comparison with other services they were giving 
in deciding what to do for the future of the programs. Thus, a cooperative 
program, such as Illinois', may not be as simple or economical as suggested 
by the director of the MOD Library. 

Teh-Wei Hu, Bernard H. Booms and D. Lynn Kaltreider. The Cost-Effective- 
ness of Bookmobiles vs.'Books by Mail' (1 OD)  in Pennsylvania.— 
A Swnniary.    September 1, 1973.  Institute for Research on Human Rtsuarces, 
Pennsylvania State University. University Park, Pennsylvania. 
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In discussing cost comparison, it is obviously essential to compute 
the cost in specific amounts—total as well as unit cost in dollar amounts. 
Program costs need to include staff, facilities, equipment, book collection, 
postage, supplies, etc. From the available cost data of ten BBM libraries 
sampled, unit cost per book circulated can be computed for each of the ten 
programs as follows: 

$3.60. 1.00, 87*. 73*r 69*, 67<, 65t, 63i,  60*. 45t,** 

the apparent median lies somewhere between 6S< and 69< or about 67<. 

It is not, however, suggested that one use these figures for comparison 
because of the lack of use of a common cost model in computing the costs. 
Obviously, also, these cost figures are a function of amount of use as 
well as total volume of operation. Moreover, to be meaningful, one must 
assume that all the programs are in full or optimal operation.*** In other 
words, a point is reached where one percent increase in circulation 
requires one percent increase in cost. This, the present reporters do not 
presume.  At any rate, if a comparison is to be made, it should be made 
between programs similar in size as well as character.  If one had a unit 
cost data about regular library service, one would be able to compare one's 
BBM program with other service. The North Central Regional Library's 
program is the only one supplying in its 1970 report such a cost comparison 
between the Mail-Order service (73* per book circulated) and the projected 
bookmobile service ($1.03). The Pennsylvania study mentioned earlier 
indicates a cost comparison between these two services in a different 
way. 

In the absence of common cost models, it is important to ask just 
what went into the computation of cost and examine the relative importance 
of each cost item in the total cost. Each cost component is discussed 
in the order of importance as follows. 

In all but two of nine BBM libraries sampled, the largest cost factor 
(or component) has been found, not surprisingly, to be salaries and wages. 
It was a close second in the other two programs.  Its percentage of the 
total cost ranged from 56 percent to 25.S percent, the median being 
about 30 percent. The available data indicate that the largest BBM 
program also had the largest percentage figure for salaries and wages-- 
t.\is seems to suggest that there is a fixed amount of staff work involved 
in the operation and that the large volume operation does not reduce 
the staff cost. 

*  1970 cost; others are 1972 costs. 
** Some of these figures are drawn from the "Preliminary Estimates" 

presented at the Conference by Dr. Bernard Booms. 
***"Bookmobile programs and MOD are, in general, operating under a decreasing 

cost condition. Therefore, an expansion of these services will further 
reduce the average cost per book circulated." Hu, et. al.    Op.  Cit. 
p. 14. 
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' How much and what kind of staff involvement is necessary for oper- 
ating a good BBM program? There has been a debate over professional 
personnel in BBM operations, and this question may be resolved by look- 
ing at the available data which indicate that in all but one of the 
rural BBM programs the professional is a part-time a5signment--most 
of the prograirs, including the largest, do not require a full-time 
professional to run the program. The main professional duties consist 
of selecting books for the collection as well as the BBM catalog. The 
latter requires some professional attention as to overall layout design 
and listing. Data indicated the relationship between the amount of staff 
work and the volume of operation as follows. 

In the San_Antoiiio program less than 10 hours a week of clerical 
staff work is necessary to handle about 600 weekly book circulation. 
This Library does not provide a mail-order catalog or a separate bbM 
collection of paperback books. However, someone on the professional 
staff must answer every telephone call for a BBM service.  It has been 
found that answering of a telephone call for a BBM service takes just 
about the same time, or in some cases less time, than helping a walk- 
in user.  It may appear that the San Antonio program involves greater 
professional staff time than if a mail-order catalog were prepared and 
distributed to the users. But actually, professional staff time involved 
does not amount to more than 20 hours a week on the whole.  BBM catalog 
preparation could easily involve more staff hours than this.  In this 
program the number of books circulated per staff hour can be computed 
to be roughly 20. (This may be called staff efficiency) 

In the Wyoming COll"''/ li^T-aTy, New Yor]^. the program involves a 
staff of two part-time annotators, a 20-hour a week clerk plus a part- 
time clerk to handle a weekly r-irciilafion ^f about 440. The MOD Library 
in Pennsylvania reported in the early months of 1972 its staff of one 
professional, three clerical persons, and one part-time person handled 
over 800 orders (or requests for over 2,000 books) a week.  In M^H 1TflV"'' 
Countv. Wii'"'"''''"! the BBM program involves I's clerk-secretaries, 15 
hours of extension specialist's time, and 20 page hours a week to handle 
a weekly circulation of over 1,000. No staff data were available from 
the North Central Regional Library's Mail-Order program for this report. 
The staff efficiency as defined earlier ranged from about 8 to about 
20, with the median being around 10.  It would be interesting if the 
staff data of North Central, a rural model, were available to compare 
with a large urban BBM program, such as San Antonio. Admittedly these 
are very rough estimates based on rough data; but it is rather sur- 
prising to find that the staff efficiency can be much higher in urban 
programs than in rural programs. This is probably due to the fact that 
in the urban program no staff time is required prior to the user request; 
whereas the rural program requires profcs'^ional staff work in the largely 
make-ready process of book selection, catalog preparation, distribution, 
etc. 
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I In seven of the nine BBM libraries the second ranking cost factor 
hai been found to be the BBM book collection (acquisition cost). This 
factor's percentage ranged from 13.4 percent to 33.8 percent, the 
'median being about 24 percent. This cost factor is not usually found 
in urban BBM programs. Factors included under collection costs are 
basic cost and general depreciation problems which will be discussed 
in this section; size of the collection is discussed in a later 
section. 

The rural BBM collection consists mostly of paperbacks which can 
be procured very inexpensively.  In addition to discounts, book cost 
for the program can be further cut by giving a minimum of cataloging 
and processing to paperbacks. It has been found that paperbacks can 
stand three or four years of heavy circulation. Book loss through 
the BBM program should also be accounted for as a depreciation factor. 
In all of the BBM libraries, the book loss has been found to be about 
equal to or less than that of standard service. Pratt Library in 
Baltimore reports fewer books lost through the books by mail than 
through the standard service. According to Mike Sexton of San Antonio 
Public Library, "It's very hard to steal books by mail." Thanks to 
the flourishing paperback publishing during the past ten years it now 
seems entirely possible to have an inexpensive paperback collection 
in adequate quality and variety to satisfy the predominant reading 
interests of rural people. 

It is obvious that rural BBM programs require an additional col- 
lection because of the fact that the program increases the population 
served. Most of rural programs are now reaching substantial parts 
of the rural population hitherto unserved.  Some of the programs are 
reaching as much as 50 percent of the unserved rural population. 
However, all indications are that it is a costly mistake for an urban 
BBM program to set up a separate paperback collection of a general 
nature along with an elaborately prepared mail-order catalog. This is, 
in a sense, transplanting the rural BBM model into an urban situation 
where rural segments constitute a small minority. Only one library 
reporting has experimented with such a combination so far; the Library 
reported a disappointing beginning, but has decided to continue the 
program in spite of the initial disappointment and withdrawal of the 
LSCA fund.  By offering the entire library collection for mail service 
and duplicating only those that are in demand, the urban BBM program 
does not have to risk an over-stock situation. There is no point in 
duplicating the collection to serve essentially the same reading 
interests and the same population. 

In six of the nine BBM libraries the t-hirH T:^TlV^r•^J r-n^r  factor 
has been found to he preparatj,9T^r printing and bulk-maj.liT\g_of BBM 
catalogs. This cost factor is not usually found in urban BBM programs. 
The percentage of this factor ranged from 6.3 percent to 33.3 percent, 
the median being around 18 percent. 
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i Printing cost of the catalog, of course, varies with size, foniat, 
material and design of the catalog. For exanple, the Manitowoc County 
Mailbox program has prepared six catalogs so far; the cost reported 
covered everything from composition, photos of books, cover photos, 
and offset printing on web press. The first catalog in 1972 was a 
20-page tabloid on newsprint stock at a cost of $958.94 for a run of 
9,S0O--which is about lOi a copy. The sixth catalog had only 12 pages, 
and it was put out in April of 1973 at a cost of $2,414 for a run of 
12,000 or about 20* per copy. The North Central Regional Library in 
reporting its catalog cost information for the first 18 months of its 
operation stated: "Total catalog printing expenditures for the base 
edition, supplement and cumulative edition totaled $3,144. The cost 
of reproducing the 40-page second edition of the newsprint catalog, 
as of October 1, 1969, is estimated at $1,217 for an initial 25,000 
copies and $845 for each additional 25,000 copies, a unit cost of less 
than 5^." Scale economy is achievable with catalog cost. Thus, it is 
interesting to note that in the largest BBM program the catalog is the 
fifth ranking cost item. 

In six of the nine BBM libraries the postage cost has been found 
to be the fourth ranking cost factor. (There are six cost components 
altogether.) In the three other libraries, it is a close third. 
Its percentage ranged from 6 percent to 21 percent, the median being 
about 12 percent.  In San Antonio, postage cost is as large a cost 
as supplies (each runs 7i per book], and both costs are only exceeded 
by the cost of the professional staff. Although it is a relatively 
minor cost factor, the postage cost is so visible to the public that 
its importance is usually overestimated in the beginning of a new BBM 
program. 

In all of the BBM libraries the cost of supplies,including mail 
bags, has been found to be the smallest or next to the smallest cost 
factor. This fact can dispel the misconception about the importance 
of this cost. For example, it was found that mailing bags could be 
reuseable many times. 

Four of the nine BBM libraries had a small expenditure for ad- 
vertising.  It is not possible, however, to gauge the effect of local 
advertisement, for none of the libraries had a budget for a systematic 
advertisement program.  It is doubtful that a local government agency, 
such as public library, is permitted to have any significant amount 
of expenditures for advertising.  BBM program is a good news feature, 
and the media people are normally very receptive and willing to give 
publicity to such news. However, no matter how active the outside 
publicity may be, indifferent staff attitude toward the BBM program 
generates only an indifferent result. There are indications that 
in spite of the library's all out publicity effort, many people are 
surprised to find about the books by majll- program for the first time 
from library staff. 
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COLLECTION: HOW LARGE SHOULD A BBM COLLECTION BE? 

/ 
Any new venture requires funds. Thus, librarians want to be sure 

that new BBM programs will succeed without sacrificing any of the 
regular services. Additional money or outside funds are needed to 
buy additional books, prepare mail-order catalogs, and the staff 
necessary to operate the program. In regard to the collection size, 
librarians usually have two fears, fear of being short-stocked and 
fear of being over-stocked; these two are in conflict with one another. 
To avoid being caught short, most of the rural BBM libraries duplicated 
titles in the collections having from three to ten or more copies of 
one title--one library reported having 70 copies of "The Godfather." 
When many popular title such as "The Godfather" outlived the demand, 
one is facing a overstock situation. Obviously it is impossible for 
anyone to accurately predict the amount of demand that will be made 
on specific titles, and no collection can completely avoid either 
short- or over-stock situations.  But the BBM libraries have learned 
to even out the demand by staggering the mailing of the BBM catalog 
and/or staggering the listing of titles in the catalog. Catalogs are 
becoming smaller with fewer titles listed, and "mini-catalog" and/or 
"package stuffers" are being experimented with to supplement or sub- 
stitute for the big catalog. 

Urban BBM programs can avoid these problems altogether by offering 
the entire library collection and making no promise of "instant avail- 
ability on demand." The San Antonio program acquires any_requested 
titles which the Library does nat-have. Also a mimeographed new ac- 
quisitions list goes out with the BBM packages, a sort of current 
awareness service. 

One of the collection adequacy measures frequently used involves 
indicating how often the collection was unable to supply the books re- 
quested or a "failure rate"; more positively stated a "success rate" 
can be used to indicate how often the book requested was available 
on the shelf for use when requested. Numerical data on these are 
scarce. The San Antonio study {Wilson Library Bulletin,  May, 1973) 
presents such data: 60 percent of requests were met in 1972 with no 
delay, 70 percent met within five days, 73 percent within a week and 
so on. Ninety percent of the people polled expressed full satisfaction 
that they were almost always getting what they wanted through the BBM 
service.  Data compiled by the Library Research Center of the University 
of Illinois are also available for the three library systems in Illinois: 
Bur Oak Library System reported 59 percent success in meeting the request 
without much delay; the success rate was 73 percent in the Corn Belt 
Library System; and S3 percent in the Rolling Prairie Library System. 
The MOD Library of Pennsylvania reported 'almost 100 percent success 
in meeting requests if a delay of a few days is allowed. 
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An overmll collection performance may be expressed in terms of 
the number of circulations produced by a copy of a book in the col- 
lection. This is determined by dividing the number of volumes in 
stock into the number of circulation. One BBM library indicated in 
their first year of experiment an extreme case of overstock. The 
first year data indicated that the BBM collection yielded only .64 
circulations per volume; there were 29 volumes available for every 
BBM user during the period. At the other end of the scale, a large 
rural mail-order program demonstrated that over 7.7 circulations 
were produced per volume with only .97 volumes in stock for each 
household using the BBM service. Between these two extremes in the 
scale fall other rural BBM programs.* For example. Central Kansas 
Library System's first report provided data from which one can com- 
pute 2.8 circulations generated per book in the BBM collection. 
In the Bur Oak Library System in Illinois the average was S.O cir- 
culations per volume. Manitowoc County, Wisconsin, reported a cir- 
culation of 46,488 in 1972 with a BBM book stock of from 10,000 to 
15,000 volumes, or from 3 to 4.6 circulations per volume. The Mani- 
towoc program reports acquiring one third fewer copies per title 
listed in the May 1973 catalog--this indicates a substantial improve- 
ment of efficiency of use as well as economy. 

Comparing of collection performance between the regular and BBM 
collections would have been interesting, had there been similar data 
about the regular collection available--comparing how the same titles 
performed in the regular and BBM collections.  However, this kind of 
comparison is always hazardous especially within the same library 
where use of one book affects use of other books in the same collection.•• 
Most meaningful comparison may be obtainable within the same library 
using different points in time--all the BBM programs use this periodic 
comparison. They report that their BBM progrjims are growing and that 
they are now better able to control the peak demand.  As they gain 
more experience and confidence, such an improvement should be reflected 
in the two performance measures discussed above. 

Numerical data used in this section are rough estimates computed 
from inadequate and tentative data made available for this report. 
These are used for illustrative purpose and are not to bo construed 
as reflections on the individual libraries' performance. 

One should be extremely wary of comparing one library with another. 
It is simply not possible to assume (let alone control) that all 
the important variables other than the one in question are "equally" 
or randomly distributed in the communities in question. 
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CATALOG: HOW IS THE BBM CATALOG REUTED TO THE PROGRAM PERFORMANCE? 

Selection of titles for the BBM catalog, or for the entire library, 
has always been a guesswork, for the librarian must select books in 
the absence of systematic feedback from the users. Assuming that the 
selection policy is consistent with the service objective, effectiveness 
of the catalog may be measured in terms of orders received per catalog 
bulk-mailed and also in terms of number of books circulated per catalog 
distributed. The MOD Library of Pennsylvania is using these measures-- 
the former is called "yield rate," and the latter "circulation perform- 
ance ratio or C.P.R." The latter is derived by dividing the total number 
of books mailed by the number of catalog copies bulk-mailed within a 
given period of time. 

The MOD Library reported county by county catalogs distributed, 
orders received and books mailed. The first nine-month sample data 
in 1972 indicated an overall yield rate of 1.03 (19,235/18,603), and 
a C.P.R. of 3.06 (57,027/18,603). The Manitowoc program data indicated 
a two-year ( 71-72) yield rate of 0.42 (19,171/40,000) and a C.P.R. of 
2.066 (82,662/40,000). The Bur Oak Library program data indicated 
a yield rate for 1972-73 of 0.256 (12,824/50,000) and a C.P.R. of 
0.97 (48,865/50,000). The Com Belt Library System data indicated 
a 1972 yield rate of 0.2 and a C.P.R. of 0.85. The Rolling Prairie 
data indicated a 1972 yield rate of 0.26 and a C.P.R. of 0.89. The 
North Central Regional data indicated a five-year (68-72) average 
annual yield rate of 1.14 and a C.P.R. of 6.58.  (These numerical data 
are used for illustrative purpose and are not to be construed as 
completely accurate.) 

number of titles listed and frequency of catalog issue are important 
variables that directly affect the yield rate and the C.P.R. The North 
Central Regional data indicated that while its catalog listing has 
been gradually reduced over five years (24 p., 8, 40, 12, 36, 20, 16 x 5)* 
and (1,500 titles, 275, 2,000. 350, 1,500, 600, 500 x 5 ), the C.P.R. 
has actually improved (5.35, 6.81, 5.17, 7.0, 7.5).  It appears that 
the catalog size can be reduced without affecting its effectiveness 
adversely. Manitowoc County data also supported this--while the 
Library has been reducing the number of pages in the catalog (20 p., 
28, 32, 28, 28, 12), the circulation has climbed steadily. 

As previously mentioned, all the BBM libraries have learned 
to avoid the peak demand that resulted invariably soon after each 
distribution of new catalog by staggering the mailing. The demand 
may also be controlled by selective listing of titles to satisfy 

The latest five catalogs had 16 pages each. 
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special interests of the population. Mr. Michael Lynch of the North 
Central Regional Library recomnended using "mini-catalog" or "package- 
stuff ers" which go out with the main catalog. There are indications 
that some people do not read paperbacks because of the fine prints 
and that the subject matters that are represented in the general BBM 
catalog are too limited to many people. But these people who find the 
BBM collection too limited could get any books from the regular and 
much larger collection of the library. But do they order outside the 
catalog listing? 

People order very little outside the catalog. North Central 
Regional Library reports: "During the first year or two of the program, 
orders for non-catalog items represented a surprisingly small percentage 
of the total. However, between 1969 and 1972, orders for non-catalog 
items increased at a rate 40 percent greater than the increase in circu- 
lation." In all the rural BBM programs, it (still) occurs only oc- 
casionally in spite of the fact that catalog statements urge people 
to do so. A way should be developed so that people can order books 
or other materials from the much larger general collection of the 
library. This is an area where further investigation and experiment 
are needed. 

How often do people use the same catalog? How many books do they 
order at a time? The Manitowoc County program reported the results of 
a recent user survey indicated that about 40 percent of the survey 
respondents used the program only once during the six-month period 
sampled (during which time they received two catalogs), another 19 per- 
cent used the service only twice, while about 40 percent used it three 
or more times. This is the only available data that answers the question 
indirectly. The survey also showed that 60 percent of the orders were 
placed by one or two persons in the household, and the remaining 40 
percent of orders were by households in which three or more persons 
used the program. This indicates that in a majority of cases, two or 
more persons are involved in each order. 

The Manitowoc program reported the.average number of bp9ks per order 
was_i^. The MOD Library data indicated the average number of books 
per order remained around 2.99 for most of 1972. The North Central data 
indicated an average of 1.14 orders per household in an average year 
(1968-72), and each order resulted in an average o^ 5.7 books mailed. 
In San Antonio, the average number of books per request in 1969 was ?,5. 
In Illinois the average in Bur Oak was 6.2; in Com Belt S.8; in Rolling 
Prairie 6.3.  It appears that rural users order more books at a time 
than_do-ui.baT) userst This^seenis" td'suppoft the conclusion oi the San 

, Antonio study as mentioned earlier that the urban BBM program is a sup- 
I plementary means of using the library resources to urban users. To the 
\ rural people, the books by mail program represents the main source from 
which to  get the library material. 

37-«85 0-75-20 
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PART II. RESULTS 

USERS: ARE THE BOOKS BY MAIL PROGRAMS REACHING PEOPLE? 

Books by mail programs are reaching basically three population 
groups. The most easily distinctive and appreciative of the three 
are those who are h^mphnimrf nr in<;tii;i,n;Tnn-hniiTi;) for various reasons 
including most of the elderly and those with physical impainnents. 
These people are more concentrated in urban areas than in rural; 
the BBM program means a great deal to many of these people, and they 
have expressed it in letters and other communications to the libraries. 
According to Emily Reed of the Enoch Pratt Library, such letters from 
the users are a real morale booster to the library staff. This 
group constitutes a ready-made constituency for the books by mail 
program consisting of from 10 to 15 percent of the urban population! 
Most of the public libraries in cities and towns grant the books by 
mail service only to a few shut-ins only when requested. In most 
cases only a few are eligible for such "special service." It is 
a unanimous observation among all the BBM librarians and staff that 
people are always surprised and delighted to find that they can get 
library books by mail without charge. 

Both urban and rural BBM programs are reaching this group of        • 
people mentioned above. For example, the Wyoming County program        | 
was offered Attica Pri <;nn and found the inmates to be most enthusiastic \ 
users.  (The story by Irene Swanton appeared in Bookmark,  March-April,   ^ 
1973) In the Pratt Library in Baltimore, the heaviest patronage of 
the Library's BBM program comes from the Maryland State Penitentiary 
and from those elderly and homebound.  In Evansville, the largest 
single group of the Library's BBM users, almost 39 percent, are those 
homebound and those physically impaired. The Evansville BBM program 
found, not surprisingly, that the large-type books are the most requested 
BBM material. Large-type books are finding a growing patronage among 
people of this group not only in Evansville but other communities. 
The Manitowoc program also reports rapid increase of BBM circulation 
to the state institutions. 

Urban BBM programs are reaching a growing number of people who 
represent a cross-section of the urban population including users of 
other standard library services. The Evansville BBM program users 
which were found to be 73 percent urban and only 27 percent rural 
had 65 percent of BBM users also using thp regular library services 
as well as the BBM service. The San Antonio program found over_80 
percent of the BBM users were also using the regular^Tbfa^y services. 
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New library converts were estimated to represent about 14 percent of 
all the BBM users in San Antonio. The latter were estimated at about 
12,000 households which constitute froa 4 to 6 percent of the aetro- 
politan population (600,000). 

The third group of users of BBM service are those large rural 
populations that are not served by any of the regular library services. 
The main objective of the rural program is to extend library service 
to these rural populations, thus such populations reached in this way 
represent a pure gain in service. The available data provides some 
estimates of the additional populations that can be reached.  In Illinois, 
the three BBM programs reached in 1972 about 7,500 families or about 
11 percent of the population in the area (assuming that each rural 
household has five members) that were not served by tax supported 
public libraries. The North Central data indicated that in 1972, 
12,975 households responded to the library's BBM program. The Region 
had about 120,000 unserved people.  Assuming that an average rural 
household had five members the program reached more than half of them. 
The Manitowoc data indicated that the program is in fact reaching over 
16 percent of the unserved rural residents.  The Wyoming County program 
data seemed to indicate that the program is reaching over 40 percent 
of the local population hitherto unserved.  The Central Kansas Library 
System data indicated their "Almanac" reaching over 40 percent of rural 
families--20,200 rural families received an "Almanac" and 5,500 re- 
sponded to use it during a five-month sample period in 1971. 

Books by mail programs are growing in all the BBM libraries. The 
growth rate of the BBM programs exceeded that of the total library 
circulations.  In San Antonio, the third year growth rate was 35 per- 
cent and over 25 percent in the fourth year.  In terms of its share in 
the total circulation, the BBM program represented about two percent 
in 1971-72.  The North Central Regional data indicated a phenomenal 
growth of S3 percent over the first year, 30 percent the second, 36 
percent the third, 40 percent the fourth, and it is still growing. 
The program share is over 10 percent of the total library circulation. 
The Manitowoc data indicated that over the first year, the program 
grew 28 percent and it is growing rapidly. The Manitowoc's BBM circu- 
lation is about one tenth of the combined circulation of three adjacent 
city libraries. 

From these and other data, one may conclude that the BBM programs 
are used heavily as a main source of reading materials for rural people 
as well as for a good number of urban people including the elderly, 
physically impaired, homebound, institution-bound, etc. 

What do these people read? The answer is simple: they read the same 
books that they would if they were to walk into the library. More 
specifically, there is no evidence to suggest that the reading interests 
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of people using books by mail prograni are substantially different from 
those of people using regular library outlets. However, there is a 
sharp contrast between the urban and rural BBM program users. According 
to Mr. Michael Lynch of the North Central Regional Library, "The desires 
of the average mail-order patron are remarkably similar to those of the 
average patron who comes to the library." In San Antonio, there is 
little difference in reading interest between the two groups, inasmuch 
as over 80 percent of BBM users are also using the regular library 
service outlets. The San Antonio study mentioned earlier indicated 
that the BBM service is a supplementary rather than a main source of 
reading materials and that these two different means of borrowing 
books have nothing to do with the kind of books people borrowed. 

Rural BBM users read a lot of recreational materials; the Manitowoc's 
recent study of BBM borrowings indicated that 42 percent of orders 
were in the category of adult recreational reading, 22 percent adult 
non-fiction reading, 17 percent for teenage interests, 9 percent 
children, and 10 percent easy readers and picture books. A more 
detailed breakdown of reading interest categories was used in the Illinois' 
study of BBM borrowings in the three Systems. Dr. Lucille Wert, who 
presented the findings at the Conference, came to the conclusion that 
the bulk of rural BBM reading was indeed recreational or reading about 
home and family life. The Wyoming County data indicated that during 
a six-month period in 1972 the circulation consisted of 46 percent 
adult fiction, 29 percent adult non-fiction, and 25 percent juvenile 
(titles. It is interesting to find there is a remarkable resemblance 
in make-up of titles borrowed and titles listed in the catalog in 
the Manitowoc and in the Illinois data. 

Urban BBM reading interests differ from the rural BBM reading 
interests. The San Antonio study indicates 25 percent of BBM reading 
in adult fiction, 64 percent in adult non-fiction, and 11 percent ju- 
venile. This is closely corraborated by the North Central Kansas 
Library's "Dial-A-Book" program data which indicate that 70 percent 
of the circulation are of non-fiction and children's titles. The 
Dial-A-Book program is very similar to the San Antonio's BBM program, 
but the program is presently reaching only about one percent of the 
area population. 

The San Antonio study mentioned earlier indicated that the BBM 
readers were almost equally divided between men and women, and women 
dominated fiction reading. Dr. Wert, in her analysis of Illinois' 
BBM data, concluded that women are predominant among rural readers. 
These findings seem to be consistent with those of earlier studies 
of library users and their reading interasts. There are indications 
that women borrow books not only for themselves but for other family 
members including very young children. 
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ACCOMPLISHMENTS: ARE THE BBM PROGRAMS ACCOMPLISHING THEIR OBJECTIVES? 

In discussing objectives of books by mail programs, one can expect a 
great diversity of opinions, viewpoints and emphases. The last panel 
of the Conference discussed various objectives and accomplishments, 
and it is the purpose of this section to summarize these discussions. 
It appears to these reporters that the key question was brought up to 
a sharp focus by Mr. Foster Mohrhardt of the Council on Library Resources 
who Bade this remark in his opening address at the Conference: 

"I recently attended a small meeting in New York.   a protest 
meeting against loss of federal funding for libraries ... discussing 
possibility of public policy statement on the importance of 
books, reading and libraries. ... In the discussion, recurring 
theme came up particularly from those non-librarians--a Congressman, 
Sam Gould of non-traditional education movement. ... A Congressman 
who started fighting to reinstate support for libraries throughout 
the country found that the local level libraries are very low 
on the list of priorities for the people, and in part, he attributed 
such to the fact that the library reaches such a small portion 
of the population being served. ... Sam Gould also indicated 
he felt that there was much more that the library could be doing 
to have a better public image. ... One of the reasons why we 
don't have a better public image than we do is because we tend 
to interprete this loss of federal funds primarily in terms of 
how they affect us and our own operations. Books by mail 
program is the kind of activities that is reaching out,that people 
are recognizing, and that is giving us the public image which 
is so important. ..." 

Thus the basic objective of the books by mail program is to reach out 
to people, whether they are in urban or in rural areas and whether 
they are using the regular library outlets or not. The main objective 
is PEOPLE. The Conference asked a number of leading librarians in the 
field to evaluate in a few words the accomplishment of books by mail 
programs. 

Speaking for the State's point of view, Mrs. Susanna Alexander, 
Associate State Librarian of Missouri, had this to say: 

"State libraries have traditionally been in books by mail business 
and have hopefully worked themselves out of it with the develop- 
ment of libraries throughout the state. ... Two things that I would 
like to comment on in terras of looking to how the state might help 
local libraries in determining better ways to meet their patron's 
needs, and I think this is the objective we are looking for... 
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"Two of the problem areas that our libraries are facing— 
books by mail may be an answer or partial answer--one is 
reaching people who are homebound, particularly in the less 
populated area. ... We have a program, a person to person 
program to visit with individuals in their homes throughout 
the rural areas. When it was started, the staff had to seek 
people out. Now they are finding hundreds of people asking 
for this kind of service. The staff people see the books by 
mail program as a good opportunity to continue to reach some 
of these homebound people they have cultivated over the years... 

The other area that I see the mail service might reach ... is 
the less populated rural area ... particularly in farming area 
where ... it is not feasible that we meet some of these people 
in a traditional way that we have met them. Books by mail 
program in some form might help reach them. ... I feel that 
there is a need for combination of many methods in reaching 
the people ... and that it is going to depend much on the 
community and the people that we are trying to serve. ..." 

Talking about the point of view of a state agency providing and 
operating a centralized books by mail program to serve some of the 
state's unserved counties, Mr. William Mick, Director of the Mail 
Order Delivery (MOD) Library Service, Harrisburg, Pennsylvania, related' 
his personal assessment in this way: 

"State Library's objective in setting up the MOD Library was to try 
to get books to people who never had them before in any way.  It is 
the State's responsibility, because no one else was picking up 
the responsibility. ... You might ask why we set up a centralized 
MOD library operation instead of parcelling out money to a number 
of local libraries to set up their own programs. That was an 
alternative that was considered three years ago when a question- 
naire was sent out to a number of librarians who were interested 
in the mail order project; the overwhelming majority of them wanted 
to try a centralized operation for at least few years. ... the local 
libraries would then be able to contract with the centralized 
operation for service. ... 

The State really wanted to take a look at just how (shrinking) 
federal money should be allocated...and to try this mail order 
program idea and get some data quickly so that they would know 
ways of advising the librarians at the local level whether or not 
this would be a viable delivery system. 

Getting hack to the question of whether or not the MOD program has 
been a success, the answer is yes and no.  It has been useful in 
getting som_e.local, officials.to. provide tligir revenue sharing, money. 
There was one outstanding case where county commissioners doubled 
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the appropriation for their local library from $20,000 to $40,000 
(because) the catalogs with a little advertisement for the county 
comnissioners get into the voter's hands... In getting books to 
people who never have received library service, to shut-ins or to 
people in Appalatian areas, we have to call it a success.  It seems 
that now there is a little bit of support in terms of people willing 
to write letters to get library groups together to drum up support 
for library service. ... 

In another way it is not a success; a centralized operation like 
ours is of necessity, somewhat divorced from the local library. 
I think this confuses some of the local borrowers inasmuch as they 
are not sure who is providing the service. ... The catalog is arranged 
in such a way as to give the local library utmost publicity...and 
full credit... But one the whole, we are satisfied with it. ... 

(As for the future,)--! have a feeling that MOD Library could stay 
the way it is. At the moment we are in a state of flux...We are 
holding meetings to see if MOD Library could or should stay in the 
present form...More economical path may be a cooperative venture 
wherein the cooperative county or district libraries run their own 
mail order operation using the catalogs that are prepared either 
cooperatively or purchased commercially... It will take a little 
more time to look through it." 

North Central Regional Library in Washington presents a working model 
of a rural books by mail program serving low-density rural populations 
spread over a wide geographical area. Michael Lynch, the director, talked 
about the objectives and accomplishment of the Mail-Order Library program: 

"Our original objective in starting Mail-Order service in our region 
is to solve some problems that are really internal... Situation 
we' faced was that we had three bookmobiles with staff sttached to 
branch libraries located a hundred miles apart from one another. 
They were circling an incredible number of miles to establish a base 
by which it would be sensible to expend so much money; you would 
have to have a certain amount of circulation to justify it. We were 
having to face the reality...in another basic policy of the library 
board which is ..., to equalize the service over this large area... 

In state of Washington, the basis of tax support is local property 
tax in the rural area and the most of the service that is given 
from a rural tax-based agency is in the communities that are in- 
corporated—these incorporated communities pay a contract fee volun- 
tarily ... As our budget is decreasing, we were becoming very cor.- 
cemed that some crucial contracts might be broken and that rural 
people in specific areas would be basically unserved. So, the second 
objective was to provide an insurance policy should that happen, 
because we could get to anyone in that area by mail regardless of 
what the local community did... 
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rWe found that with our bookmobile service 85 percent of its use 
I and circulation was on school grounds in approximately 25 percent 
of the schools in the district. We are an adult service agency... 
and what we found was we couldn't serve all schools equally. 
Another objective is to see Mail-Order service would provide 
the more realistic proportion of circulation among various school 
age groups within our district... We have met these particular 
internal objectives within our system... Indeed Mail-Order service 
is an insurance policy in a very real sense. We have reversed 
circulation mode so that it is somewhat proportional in terms of 
age groupings: 75 percent adult and 25 percent school age children. 

Ke initially felt library service could effectively promote other 
libraries that existed. The experimental Mail-Order service was 
given to a community for a year, we found that when it was withdrawn, 
the community did contract for library service for the first time 
based on the experience of Mail-Order service...not for mail-order 
but for a community-centered branch type of service. So perhaps, 
there are some developmental aspects here... As far as promoting 
other library services, we take low profile talking about Regional 
Library, because local identity is essential... We put on the catalog 
the names of the local library and library hours to promote it... 

Future trends as I see them—in our area, we see community colleges 
and even new state colleges started to embark on the university 
without wall principles. ... Regional Library is one of the few 
agencies serving over a large area that has the visibility on the 
community level... I now see Mail-Order service possibly providing 
one key to the enlarged concept of community centered library as 
serving with delivery of materials to these agencies whether edu- 
cational or governmental. ... Mail-Order service is the primary 
source of popular reading materials...The branch library would be 
a different type of agency from what it is now. One future objective 
would be to test whether or not Mail-Order service could be a focal 
point for changing other services..." 

Dr. Lucille Wert of the Library Research Center of the University 
of Illinois had this to say about the three Library Systems' books by 
mail programs: 

"The objectives of experimental books by mail programs in Illinois 
are four fold: first was to reach people living in areas without 
tax supported library service. ... You might say that this is an 
outgrowth of the establishment of library systems in Illinois. 
The Sy.'tems were established during the 1960's to improve library 
service and improve access to library service in Illinois. — 
(When the experimental program was started in the three systems) 
we still had one-third of the population that was not served by 
tax supported public libraries. ... The second objective was to 
stimulate the use of the existing library facilities. It was assumed 



309 

that people who were exposed to reading materials and library 
service might then go on to a local library to get additional 
materials. Third was to encourage the registration of non- 
residents at system member libraries, and the fourth was to 
encourage the formation of district libraries. I think it is 
a little early in our program to predict how are we going to 
meet these objectives. We are not reaching a large percentage 
of unserved people. I do think that this will come with time. 
We do not know yet how many of these people are using other 
library facilities or how many are registering as non-residents 
in the member libraries of the Systems. The last objective 
to encourage the formation of district libraries is the one that 
I think perhaps is farthest in the future if at all. ... As to 
the future, I think that the three system directors are going 
to have to consider the cost of this service in terms of the 
number of people they are serving--and currently it is costing 
$8.06 per borrower a year, and then compare this cost with other 
services they are giving, and use their own judgement about 
the priorities." 

How a books by mail program works in a large urban mid-city 
community? Emily W. Reed, Coordinator of Adult Services at Enoch 
Pratt Free Library in Baltimore, related her books by mail program 
experience as follows: 

"Our concern was primarily the matter of reaching the homebound 
and elderly.  I think all of you are aware of the fact that urban 
populations are heavily elderly. ... We were concerned about this 
but didn't do much about reaching them. When I read about 
Mr. Sexton's program, I couldn't believe it as simple as it was; 
and couple of us went down and looked at it, and it turned out 
that it was just simple... We went down there with every intention 
of establishing a books by mail program, but our budget was cut. 
.:. Then we were offered some public employment program employees— 
the City asked us various ways we could use those employees. ... 
and they (City) were just enchanted by books by mail proposal, 
and they said, 'You must use these employees for books by mail!' 
So the Trustees got us a little money for postage... We realized 
about this time~tnat we"we'rVgoing^ to~cuF hours and branches; 
so, our second objective was to reach people who were not going 
to be able to get to the library in the hours it is open... 

What materials do we mail out? Who.can borrow through books by 
mail? We didn't set up any limitation except that people have to 
have a Baltimore address. ... As of now it has been used very heavily.. 

Recently I sent out a questionnaire t,o everyone except those in 
the Maryland Penitentiary who have used the program very heavily  
We found that over one-third of those using it are disabled one way 
or another. One-fourth of them work during the hours that the library 
is open.  I think you could add to the disabled the homebound people. 
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Another 11 percent said 'tied by young children.' I was interested 
in how old these people were: less than 10 percent were under 19; 
13 percent between 20 and 29; 53 percent between 30 and 64; 31 per- 
cent over 65.  (Over 52 percent returned in less than a week—the 
survey is not complete) Of these, a large number insisted on putting 
their name and address, although we had said we did not want to know 
their names. A good many of them wrote us a little note, and I tell 
you one thing—this may not be a purpose for such a program--but it's 
marvelous for the morale of librarian because these people are really 
appreciative of the service... I came to the conclusion that this 
service meant a great deal to a few people..." 

Speaking for the urban books by mail programs, Mr. Irwin M. Sexton, 
Library Director of San Antonio Public Library, emphasized the fact that 
although librarians are mnning the same kind of books by mail program, 
their emphases are different.  For example, Mr. Sexton emphasized the 
professional staff involvement in the program and thinks that such is 
essential to break open the greatest barrier of all, the communication 
between the library and the people it serves.  Opposite view is that the 
professionals should not get involved in the routine operation of the 
program, because to do so would be too expensive. One is looking at the 
program as proper communication and educational duties of the professionals 
and the other is looking at it as an efficient and economical means of 
delivering books to unserved rural people. 

In summary, the books by mail program, whether urban or rural, is not 
replacing any of the existing standard library services. The program 
tries to fill the gaps that have never been bridged in spite of the 
development of public library service networks in the nation over the 
past decades.  There are information gaps, knowledge gaps, cultural 
gaps, value gaps, socio-economic gaps, and above all, communication 
gaps. The main conclusion of this Conference is that the books by mail 
programs are  serving as a practical vehicle to fill or bridge these 
gaps. The library must have a regular two-way channel of communication 
with the people it serves. This alone is a good reason for maintaining 
and developing the books by mail program in public libraries all over 
the nation. The books by mail program can be designed in various forms 
to suit the local populations and communities. 

It is the recommendation of this report that further investigation 
and experimentation be undertaken (1) to improve the books by mail 
program making it a practical and economical delivery system of not only 
library books but library communication and information as well, and 
(2) to develop a generally acceptable measure that is capable of indi- 
cating how well the library meets the needs of individual constituents 
in the local community. More specifically, there is an immediate need 
for development of variously designed catalogs, standard as well as 
special purpose catalogs, whereby people can communicate easily and 
inexpensively with the library staff to get not only cataloged books 
but especially non-cataloged books and/or information by mail. 
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[The statements which follow were received by the subcommittee 
for inclusion in the recoi-d:] 

STATEMENT OP HON. MATTHEW J. RINALDO, A REPRESENTATIVE IN 
CONGRESS I!"^OM THE STATE OF NEW JERSEY 

Mr. Chairman and Members of the Subcommittee, I appreciate this opportu- 
nity to make a few comments on postal reform. 

When the Postal Service came Into being a few years ago, there was general 
hope that mail service throughout the country would improve. The plain fact 
is, however, that things have gotten worse. The past few years have shown 
mall service becoming slower rather than faster. Deliveries have become more 
erratic rather than more dependable. Government subsidies have grown larger 
rather than smaller. Yet costs have continued to climb. 

In false attempts at economy, overtime has been cut down while mail remains 
piled up overnight. 

Automation has not improved these conditions, and even zip codes don't seem 
to help. 

Bather than having the committee simply take me at my word, I would like 
to cite some of the fruits of a survey I conducted when I first came to Con- 
gress. Dates given are in 1973. 

Mr. Ivan Mlddlesworth of Elizabeth mailed a Valentine to his wife on Feb- 
ruary 10th. One week later, on February 17th, he was still waiting for the card 
to arrive. 

Mr. Alexander J. Kersis of Elizabeth received Christmas cards postmarked 
December 10th. He received them, however, on Valentine's Day. 

It took five days for a letter from South Carolina to reach Mr. Warren 
Bck in Kenilworth. Four years ago, it took only two days. 

Travelong, an Elizabeth travel agency, had to write duplicate tickets—at 
great expense—because tickets mailed on February 7th did not arrive in New 
York City until 16 days later. That is an average of about 1 mile per day. 

On February 20th, Mr. Jimmy E. Rochat, Jr., of Elizabeth was still waiting 
for letters that had been mailed the previous November in Wisconsin. 

Mrs. Edyth Shackley of Elizabeth waited 11 days for letters from California. 
Poor postal service almo.st cost an Elizabeth man his financee. Although he 

wrote to her faithfully, the woman, who lived in another state, grew angry 
because she was not receiving the letters. 

Mrs. William Lang of Cranford received her tickets for a tour on February 
14th—after she had returned from her trip. The tickets had been mailed on 
January 20th. 

Mrs. Robert Hyland of Roselle Park received three copies of a local newspaper 
on the same day; one was a current issue, the second was a week old, and the 
third two weeks old. 

Mrs. Bmil Dube of Summit received a letter on February 15th. It had been 
mailed in Kearny. New .lersey (about 20 miles away) two months earlier. 

Mrs. Howard Shallcross of Cranford paid $48 for tickets to a Rutgers foot- 
ball game. The tickets were mailed but never arrived. 

Mrs. Philip Harding of Summit received letters from England in three days. 
From Philadelphia, they took 11 days. 

To make matters even more difficult, there is a rock-hard stubbornness that 
prevents the Postal Service from admitting this situation exists. Instead, they 
contend that .service has improved and costs have been cut. This is utter non- 
sense. I would like the committee to consider a few simple facts: 

Jobs have not been filled as they become vacant. 
Many collections of mail, particularly on weekends, have been eliminated. 
Window hours have been shortened, and much window service on Saturday has 

been eliminated. 
Business areas in many cities have had Saturday deliveries eliminated. 
The forwarding of mall has been reduced. 
Postal employees have been forbidden to deliver a package a second time, 

even though the recipient has promised to be home. 
This is not postal service, but postal disservice. 
This country simply cannot afford to keep paying first-class rates for a second- 

class mail system. Since the pony express brought this country together in the 
days of the frontier, a viable mail system has been one of the bulwarks of our 
political, social, and economic unity. 
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The present situation cannot continue, and I don't believe It has to. H.R. 
15511 would provide an excellent beginning for general improvements which 
must be made in the whole postal system. This bill would accomplish the 
following: 

Provide for annual authorization by Congress of not more than 20 percent of 
the Postal Service operating budget as a public service siibsidy. 

Provide for changes in the structure and operation of the Postal Rate 
Commission. 

Place the Postal Service under the Administrative Procedures Act. This 
would provide a regular mechanism for advance notice of proposed changes in 
regulations. And, if necessary, formal hearings. 

Amend the statutes governing the postal monopoly of letter mail to provide 
specific statutory exclusions for items which have historically been suspended 
from the statutes—such as magazines and newspapers, checks and financial 
documents going to and from financial institutions, documents accompanying 
packages, and other items. 

Provide the right to transfer for an employee in the postal career service 
to any other position in the Executive branch after one year of service. 

Give the Postal Service the right to represent itself in court without prior 
consent of the Attorney General. 

I appreciate the committee's indulgence, and I am grateful to have had this 
opportunity to bring to your attention a matter of major importance to me and 
to my constituents in the 12th District of New Jersey. 

STATEMENT OP HON. BO GINN, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
OF GEORGIA 

Mr. Chairman and Members of the Subcommittee, I would like to thank you 
for the opportunity of presenting this statement to become part of your deliber- 
ations regarding the U.S. Postal Service. I will be brief. I will not attempt to 
recite a laundry list of examples of how our mail service is deteriorating. The 
Subcommittee knows better than I the fact that we have a critical problem. 

It is apparent to me that the nation's mail service seems destined to collapse 
under the weight of higher costs and administrative nightmares. Anyone who 
mails a letter today has to do so with a silent prayer that it will reach its 
destination in this decade if at all. 

I believe we are faced with this situation because postal reorganization has 
simply not worked. We are trying to run the postal service with a board of 
private executives who have little practical background in the rapid movement 
of mail. Postal service employees are doing the best job they can, but they are 
caught in the red tape from Washington. 

I am continually bombarded with complaints from constituents who have 
problems with mail delivery, but I have to tell them that the Congress has no 
control or jurisdiction. Under the current law, a local postmaster must consult 
his superiors before he is allowed to even talk to a Member of Congress. AVith 
our current system, we have higher costs and poorer service. I believe we should 
return the Postal Service to the control and jurisdiction of the Congress and 
its process of review, and I ask the Subcommittee to give favorable consideration 
to legislation to accomplish that goal. 

Thank you. 

STATEMENT OP HON. DAVID 6. TOWELL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OP NEVADA 

On the 28th day of February, one of my constituents deposited in a mail drop 
box in Sparks, Nevada, a Sales Tax Report, properly addressed and bearing 
the proper amount of first class postage. The time was approximately 4:00 p.m. 
and the information posted on the drop box indicated that the mail is collected 
at 5 :00 p.m., daily. The envelope, however, was postmarked by the Post OflJce 
on the 6th of March, re-sulting in sales tax late filing penalties to mv constituent 
in the amount of $254.69. The preceding account, which was told to me by a 
Reno attorney, is only one of many complaints which I have received from 
angry Nevadans who are totally dissatisfied with the service—or rather lack 
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of service—^they receive from our United States Postal Service. As another 
Xevada attorney stated in a letter to me, "For the last two or three years our 
mail service has deteriorated in this part of the state to the point that it is 
absolutely ridiculous." He was referring to a letter mailed from Tonopah, 
Nevada on the 17th of Augu.st taking until the 11th of September to arrive 
in Reno, Nevada, as well as other frequent experiences he had had with mail 
from his office taking four days to arrive in the ofiSce of anotlier.attorney one 
block away. Even letters mailed at the Post Office take three to four days to 
arrive in the post office boxes across the building. This Xevadan further states 
that he has now begun to send his secretary to personally deliver many important 
documents, at a cost to him of vuluble time and money. 

I have in my office a copy of the Postal Service's Service Standards. First 
class mail designated locally is purported to be delivered overnight, with 600- 
mile distances taking two days and delivery anywhere in the nation in three 
days. Written at the bottom of tlie page is a quote from Postmaster General 
Klassen, in announcing the standards, and it says they "are the maximum de- 
livery times for each class of mail—not the minimum. Our overall objective 
continues to be to move as much mail as we can in the fastest possible time." 
What has happened to these service standards? As another one of my constitu- 
ents has said, "It seems that every time the rates go up the service gets worse." 
This leads us to another of the many complaints I receive—the increased rates. 

One would expect that the more one pays for a service, the better the service 
would be. However, this does not hold true for the U.S. Postal Service. Many 
of my constituents admit they would not mind paying the additional postage if 
they could expect and depend on good service. But in view of the fact that the 
service is continually deteriorating, I can certainly understand their anger. 
As another constituent put it, "We pay increasing mail rates for increasingly 
unacceptable mail service." But of course there are tlie many people living on 
fixed incomes, who are already the most severely hit by inflation, who are 
forced to pay more money for increased rates, and yet who still fail to receive 
their social security checks on time. 

These are not all the complaints, however. It seems that frequently mail 
destined for Las Vegas, Nevada and properly zip coded, is niisrouted to Las 
Vegas, New Mexico at a considerable expense of time to the sender and recipient. 
Although this error is certainly uncalled for, I must admit that I was better 
able to understand this mistake than I was the occasion where mail destined 
for Carson City, Nevada, in the Northern part of our state, was misrouted 
through Las Vegas, New Mexico. 

All of the complaints I have mentioned thus far have been regarding first class 
mail, but I feel that I must also make known the complaints I have received 
relative to parcel post. In addition to many reports of lost packages, one con- 
.stituent told me the story of three packages mailed to her in Reno all on the same 
day. One arrived in about three weeks, another came a month later, and the third 
arrived two weeks after that. I have received complaints regarding the practice 
of raising the rates for post office boxes on a quarterly basis, rather than on 
the yearly basis that the contract to keep the box is negotiated; complaints 
regarding the Postal Service's competition with stationery stores by selling 
products—and charging no sales tax—on items sold in stationery stores by men 
who make their living selling these products; and complaints about the excess 
money spent on full-page advertisements in national newspapers while charging 
the taxpayer 2<t more to mail a letter. Yes, as is stated in a letter I received from 
Henderson, Nevada, "There are as many complaints as Carters has pills." 

Mr. Chairman, I strongly urge that measures be taken immediately to remedy 
these deplorable situations which are causing undue hardship to millions of 
people throughout the country. The U.S. Postal Service was created to provide a 
service to the people of this nation. Once it has been determined that this service 
is not being adequately provided—and I think we have determined that it is not— 
corrective actions must be taken. It is my sincere hope that these oversight hear- 
ings will result in such corrective actions. 

STATEMENT OF HON. PETER A. PEYSER, A REPRESEINTATIVE IN CONGRESS FBOM THE 
STATE OF NEW^ YORK 

Mr. Chairman, I am pleased for this opportunity to testify again before the 
Postal 'Services subcommittee. It was my hope that in the year and three months 
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since my last testimony liere, I would hear of improvement In the mail services 
in my district. Unfortunately, the situation seems to have deteriorated even 
further. My files are filled with letters from constituents who say that their postal 
service—and many of them use the last word advisedly—has never been worse. 

Let me share with you a few examples : 
A constituent wrote that invitations which he mailed on January 8 from New 

York City for a function on January 19 arrived in Yonkers, New York on January 
24. The invitations took over two weeks to travel only ten miles, or, alternately, 
we can say they travelled at an average speed of one half mile a day. 

Another constituent complained that workshop programs arrived a week after 
the Workshop was held, even though tliey were mailed two weeks early. The 
agenda for the program, which concerned "crisis intervention," had received 
widespread praise from the medical profession. 

Another constituent fared somewhat better. It only took the postal service 
11 days to deliver a letter he sent from New York City to Hartsdale, New York, 
15 miles away. 

A businessman in my district, tired of receiving mail from local towns a week 
after it was posted, has started picking up his mail at his own expense. 

Others report loss or severe delay of social security checks, and packages left 
on their doorsteps when no one was home. 

Many of these and similar complaints seem to be given only a cursory processing 
by the Postal Serv^ice, without any resulting changes. 

I am sure that the members of this subcommittee are familiar with the numer- 
ous articles on the Postal Service which have recently appeared in many news- 
papers and magazines. They represent a staggering indictment of the Postal 
Service. Included among the charges: the subsidization of bulk mail users at the 
expense—in both money and time delays—of flrst-class users; a 14-23% decline 
In average first-class mail delivery time since 1969; the rigging of performance 
tests ; an atmosphere of distrust and secrecy at the highest levels ; lack of special 
service for air mail and even special delivery letters; the continued use of ob- 
solete and Inefiicient technology; the apparent tendency to give out major con- 
tracts to friends of ofiicials; and $140 million in contract cost overruns, including 
$128 million on contracts not bid competitively through formal advertising. 

The letters I receive from my constitutents would tend to confirm many of 
these charges. It is not surprising, then, that one of my constitutents wrote, 
"Ofiicials at American Can must have jumped for joy when Postmaster General 
Klassen moved to the Postal Service." 

Now I certainly do not wish to lay the blame for the lamentable quality of 
postal service in this country at the feet of any single person. The reasons are no 
doubt complex. But, clearly, something must be done. The American people 
deserve better. 

It is particularly galling that postal service has not improved even though the 
public is now spending considerably more for postage. I urge the subcommittee to 
report favorably on any legislation which will make the Postal Service more 
responsive to Congress and to the American people. 

STATEMENT OP HON. JAMES A. HALEY, A REPRESENTATIVE rN CONGRESS 
FROM THE STATE OF FLORIDA 

Mr. Chairman and members of the subcommittee, I would just like to express to 
the subcommittee on many of my constitutents' and my behalf our dissatisfaction 
with some of the service that the United States Postal Service is providing— 
and, some it is not providing—and our hope that the hearings being conducted on 
H.R. 15511, will lay the foundation for meaningful improvements in the quality 
of service provided by the Postal Service. 

As you are well aware, for many years the declining quality of service by the 
Post Ofiice Department was like the weather—people talked about it but no one 
did anything about it. In the mid-1960's the mail service in the United States 
became so inadequate that even Washington, could not ignore the problem any 
longer. Out of this swirl of dissatisfaction the Postal Service was created as the 
panacea for the problems which plagued the old, tired Post Office Department. 
After three years, millions of dollars and many late arrivals of letters later, we 
find the Postal Service like the fellow who takes a step forward and two back. 
At such a rate it is impossible to go anywhere but backwards. This trend is 
going to have to be turned around to meet the present and ever increasing needs 
of the people. 
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At a time when we expect speedier mall service, the service Is many times 
much slower than in years past and definitely more erratic. We know of this 
deterioration in service tlirougii many letters and personal conversations with 
constituents as well as from our own experience communicating tlirough the 
mails from Washington to Florida and return. 

The responsibility for seeing to it that the spirit of getting the mail delivered 
promptly is not a withering objective witli postal employees but is alive and 
well witli all members of our Postal Service lies squarely on the shoulders of the 
top level management within the Postal Service. And, I hope tliat action by this 
Subcommittee and the Congress will lead to a marked improvement in the per- 
formance of those in executive and management positions within the Postal 
Service. 

It seems to me that the provisions of your bill, H.R. 15511, which would give 
the Postal Rate Commission greater authority are positive steps and should, at 
a minimum, be implemented to add an objective view to the operation of the 
Postal Service. 

However, I do not believe that if we are to continue to maintain the feeling 
of the people that their Postal Service is responsible to them and the feeling 
among Postal Service employees that they are not just part of some corporate 
conglomerate whose only function is to make a dollar, then the Congress cannot 
totally sever its influence over how the mail delivery in the United States is 
performed. Right now with virtually no review of activities of the Postal Service 
by an authorization Subcommittee of tlie Congress, the only time the Congress 
can make its views felt on the Postal Service is through a rather perfunctory 
appropriations process. 

Giving the Postal Rate Commission greater authority is one means, and a 
rather good one I believe, to provide an independent critique of the Postal 
Service without having the Congress getting back into the business of setting 
rates and making decisions better left to such a commission. The shareholders in 
this instance of this once highly touted quasi-governnient corjwration are the 
public and they are demanding more results and do not really care how those 
results are achieved^—just that they are achieved soon, and without setting 
exhorbitant prices to get a piece of paper moved from one location to another 
in a timely manner. It seems to me that the Commission, if given adequate powers 
in dealing with the officers and employees of the Postal Service, could help 
straighten out the current unresponsiveness to the needs of the people and ill- 
management by top level management at the Postal Service. 

Mr. Chairman, I commend you on tackling the very intricate issues asso- 
ciated with solving the problems facing the Postal Service and all the people 
of the United States who yearn for the day when they will have a mail delivery 
system whicli is speedy and accurate in the finest traditions which have been 
at times associated with the postal system of this country. 

STATEMENT OF HON. LIONEL A. VAN DEEBLIN, A REPRESENTATIVE IN CONGKESS 
FROM THE STATE OF CALIFORNIA 

Mr. Chairman, memljers of the subcommittee; the mail still gets through; the 
question is when—and at what cost. 

My home district in San Diego County offers an interesting case in point. 
While San Diegans generally can expect overnight delivery of their mail from 
across the country, from cities like New York and Washington, it often takes 
two days for letters dispatched in San Diego to reach Los Angeles, only 130 
miles away. 

The fault is with the present emphasis on centralization and automation, re- 
finements that at this stage are both a bane and a blessing. While it is indis- 
putable there has been some payoff in greater efficiency, the huge "factories" 
serving as mail handling centers in our larger cities have spawned some new prob- 
lems. Sometimes, I gather, the mail just gets lost in these vast places. And the 
regional centers themselves have imposed a certain rigidity on postal opera- 
tions causing tlie sort of .snags that are impeding mail deliveries in Los Angeles. 

Tliere is a considerable volume of first-class mail from San Diego, California's 
second largest city, to Los Angeles, the biggest—about 125,000 pieces a day. At 
present, more than three-quarters of this mail—76 percent—is shipped by truck 
to a terminal near the Los Angeles civic center; from there it must be processed 
and redispatched throughout the Los Angeles area, a time consuming process 
that often sets back deliveries by a day or more. 
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As I see It, there Is really no reason for these snags. It is possible the Postal 
Service moved too fast in implementing the regional mail handling concept. I'm 
sure the mail from San Diego would go through more expeditiously if there were 
more flexibility in assigning drop-off points along the way. By the time the mail 
trucks reach the Los Angeles terminal—a three-hour trip from San Diego—it's 
frequently too late to get the mail out to local stations that same morning. Let- 
ters and packages from the east get faster service because they are air-shipped 
into San Diego in time to make early morning delivery schedules. 

I'm sure many of our colleagues have advised the Subcommittee of similar 
difficulties afflicting postal service in their own areas. It is now evident that 
Congress must regain a measure of control over the Postal Service, if the public 
is to be fully and fairly served. It is not realistic to expect the Postal Service to 
pay for Itself by 1984, as stipulated in existing law. Subsidies should be con- 
tinued indefinitely beyond that year; postage rates vrill continue to soar, if the 
congressional commitment lags. As it is, user rates are inequitably distributed, 
with too much of the burden falling on first-class mailers. We need annual 
authorization bills and a generous level of subsidies to fiilly meet our own respon- 
sibilities for maintenance of a viable postal system. 

STATEMENT OP HON. HENBT B. GONZALEZ, A REPRESENTATIVE   IN CONGRESS FBOM 
THE STATE OP TEXAS 

Mr. Chairman, I want to commend you for holding these very important hear- 
ings on amending the Postal Reorganization Act of 1970, and I want to thank 
you for giving me the opportunity to appear before you and other members of 
the Committee to express my views and those of some of my constituents with 
regard to the U.S. Postal Service. 

Back in 1970 when the Postal Reorganization Act was debated in the House, 
many Members expressed mixed feelings with regard to the legislation, but 
there had been a strong hue and cry for postal reform which perhaps convinced 
many of us, myself included, to vote in favor of the measure. 

However, since that time a number of personal contacts I have had with the 
Postal Service and the letters I have received from my constituents have con- 
firmed my doubts of 1970; the newly reorganized Postal Service is not serving 
the country as it should. It appears that the Postal Service is more concerned 
with its balance sheet than it is with doing its primary job—delivering the 
mail. 

During the debate on the Postal Reorganization Act, it was emphasized that 
one of the main purposes of this legislation was to make the new Postal Service 
responsible for providing eflJcient and economical mail service at reasonable rates 
to all parts of the United States. This reorganization was intended to bring 
efficiency to the system while reducing rates. However, we all know that this 
reorganization has produced just the opposite effect. Every citizen who uses the 
postal service knows that the service has steadily declined—some even feel it is 
at the worst stage in history—and they could be right. For example, we have 
seen reduced pickups from postal boxes, Saturday deliveries reduced, and a num- 
ber of cities that used to receive two mail deliveries daily in the business dis- 
trict find this service cut back. And while the mail service has become slower 
and less dependable, the cost to the user has skyrocketed, not only through postal 
rates but through subsidies. 

First class postage rates have gone up 66% percent since postal reorganization 
took place four years ago, and since March of this year first class rates have 
gone up 25 percent. And in spite of these increases. Congress is still subsidizing 
the enormous postal deficit with tax money. 

I certainly realize that the Postal Service will have increased costs since it is 
labor intensive and wage increases and adjustments are necessary. However, I 
am aware of other expenditures by the Postal Service that I don't believe are 
justified. For example, I understand that this past year the Postal Service spent 
$2.5 million on advertising and publicity. This figure seems absurd since every 
American knows the function of the Po.stal Service and knows where to go to 
mail a letter or package. And if the money was used to boost their image, it was 
wasted, since it is difficult to try and convince people that they are getting good 
service when it takes them three days to receive a letter from across town. 

At this time, I would like to share with you a few of the comments I have 
received from constituents and others around Texas, regarding their experiences 
with the Postal Service. 
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One woman in my district wrote and included several envelopes on which she 

had marked the time it took for those letters to be delivered. One letter took sis 
days from Augusta, Georgia to San Antonio, Texas, and another took nine days 
from Big Spring, Texas to San Antonio, adistance of several hundred miles, 
all first class mail properly addressed. 

'A manager of a business service in Tyler, Texas, wrote me that a slow-down in 
the mail service has hampered their business, e8i)ecially in the mailing of their 
payrolls to their branch offices throughout the state. The manager states that it 
is not uncommon to take one whole week to get mail from Tyler, Texas to Corpus 
Christ!, first class, and live days to get local mail delivered in Tyler. 

With regard to parcel post service, the Tyler manager states, "we have had to 
resort to commercial bus Hues and private carriers." 

iSince I prepared this statement, Mr. Ohairman, I received another interesting 
letter from one of my con^itituents and I would like to include it as part of my 
testimony. 

Mr. Chairman, I am sure that no one anticipated the change over from the 
U.S. Poet Office Department to the U.S. Postal Service to he easy, but I don't 
believe anyone expected a cataiitrophe either. 

It is obvious that we must now take congressional action to rectify the serious 
.situation confronting our postal system. The recommendations Included in Chair- 
man Hanley's bill, H.R. 15511, are a step In the right direction, and I commend 
Iiim for his efforts. 

The Postal Service is pursuing the wrong goal as its primary task. It appears 
to be going after the goal of .self-sufficiency at the expense of what I believe is its 
more important responsibility—providing good mall service to the people of the 
L'nited States. 

A postal service tliat is fast and reliable has l)een a prime responsibility of the 
government since the Constitution was written and I don't see any reason why 
this responsibility should be abrogated after almost 200 years. Therefore, I feel 
rliat the section in Chairman Hanley's bill which would eliminate the mandate 
that the Postal Service reach a virtual "break-even" point by 1984 is logical imder 
the current circumstances and would serve the best interests of the American 
I)eople. Also, by providing a public service subsidy of up to 20 percent of the 
Postal Service operating budget, as is recommended in H.R. 15511, we will be 
supporting a service that is vital to the public. 

A number of the other features in H.R. 15511 are equally important in that 
they would reduce the current self-regulating aspect of the Postal Service which 
I .strongly support. These features would make the Postal Rate Commission's 
decisions on rates final, rather than subject to approval by the Postal Service 
Board of Governors, require Senate confirmation of Postal Rate Commissioners, 
and remove the Commission's budget from the Postal Service budget. 

I would recommend that even stronger measures be considered to make the 
directors of the Postal Service more answerable to the public and Congress. I am 
not sure exactly how this should be accomplished, but I do feel it is necessary 
in view of the many stories that have surfaced with regard to the Postal Service 
and the activities of its officers. 

I know that the Chairman and Members of this Subcommittee realize that 
the American people are waiting to see what Congre.ss is going to do to improve 
the mail system. This one area in which our actions can help restore confidence 
in Congress and assure our constituents that we are working for the best interests 
of all of the people. We need to get the Postal Service back into the business of 
delivering mail efficiently and promptly, and not only bring this .service back 
to the level we had in 1970 but better. I will work with the Subcommittee and 
will support your efforts in achieving this goal in the most expeditious manner 
possible. 

SAN ANTONIO, TEX., August 13, J974. 
DEAR CONGRESSMAN GONZALEZ : Thank you for your newsletters. One of them 

.stated you want to re-vamj) the Post Office Dept. I hope you can do something 
al)out the poorest mail service and slowest we have ever had. 

Recently I wrote my cousin in Mobile Ala. around 700 mi. from here. I mailed 
the letter, telling her when I was coming, Tuesday. We left San Antonio Friday 
and drove through and she rec'd. my letter Saturday. Now if I can drive it in a 
day why should it take so long for a letter to go—Tuesday to Saturday. 

Also my son is in Germany & I used to get his letter.s—via Air Mail in 3—4 
days—the last 2 I rec'd—one postmarked Aug. 5, rec'd Aug. 12—the next post- 
marked Aug. 7—rec'd today, Aug. 13. This is very poor service. 

37-4S3—74 21 
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Also have you been In our main post oflace recently? I was absolutely shocked one 
Sat. I went down to mail a package. They had closed the large big window 
section; had 2 little dinky windows open on the long hall side. And they want to 
build a new post oflace. What for? I have no kick with our carriers, it's that system. 
Go get 'em !   

GENEEAL TELEPHONE & ELECTRONICS CORP., 
Washington, D.O., September 11,197^. 

Ee H.R. 15511. 
Hon. JAMES M. HANLET, 
Chairman, Subcommittee on Postal Service, House Committee on Post Office ani 

Civil Servwe, Cannon House Office Building, Washington, D.C. 
(DEAR MR. CHAIRMAN : I am writing this letter on behalf of General Telephone- 

and Electronics Corporation and its aflBliated telephone, manufacturing, research 
and service companies to urge that Section 7 of H.R. 1.5511 be amended to .spe- 
cifically exclude "intra-corporate correspondence" of any kind (including cor- 
respondence between corporate affiliates filing consolidated tax returns) and 

••"data processing materials" from the definition of the word "letter". 
General Telephone and Electronics Corporation (GTK) is the parent company 

of more than 60 communications, manufacturing, research and service sub- 
sidiaries with operations in 40 states and 18 countries abroad. One subsidiary, 
GTE Data Services, provides data processing services to the GTE telephone 
operating companies from its regional centers. Because of the national and world- 
wide scope of GTE operations, the GTE companies rely heavily on the mail for 
internal communications includin ggcommunication with other GTE affiliated 
companies. 

Because of the frequent need for rapid transmission of time-sensitive "intra- 
corporate corresi)ondence" between GTE companies and of "data processing ma- 
terials to and from various- processing centers—a need that cannot now be met 
by the Postal Service—GTE companies must resort to special courier services 
or company employees to carry such items. 

In amending the Private Express Statutes, H.R. 15511 would, inter alia, under- 
take to define the word "letter" very broadly and then state certain sfiecific excep- 
tions to the definition. H.R. 15511 does not, however, include "intra-corporate 
correspondence" or "data processing materials" generally among the specific ex- 
ceptions. Preservation of such exceptions might thus become a matter of adminis- 
trative grace. 

As you are no doubt aware, the Postal Service has recently proposed amend- 
ment of its regulations (39 CFR, §§ 152, 310 and 320) to broaden the definition 
of the word "letter" to include, inter alia, "inter-office communications" and "data 
processing materials" [See 38 Fed. Reg. 17512 (1973) and 39 Fed Reg. 2968 
(1974)]. However, with respect to inter-office communications transmitted be- 
tween offices of the same company (not including separately incorporated but af- 
filiated companies) that are delivered within twelve hours or by noon of the 
addressee's next business day, and, "data processing materials" that are delivered 
to a processing center within twelve hours or by noon of the addres.see's nest 
business day, and, if data proces.sing work is commenced on such materials with- 
in thirty-six hours after their receipt at the center, the Postal Service proposes 
to "suspend" the prohibitions of the regulations to enable private carriers to carry 
such items, and, further to disable itself from revoking such suspensions. The 
Postal Service is apparenty awaiting the outcome of the Subcommittee's hear- 
ing on H.R. 15511 before it promulgates its proposed regulations. 

The Postal Service's proposal—rather than being a liberalization—is an unnec- 
essary extension of the postal monopoly and should be rejected. Historically, 
"intra-corporate correspondence" and "data processing materials" have not been 
considered to be "letters" under the Private Express Statutes. As noted above, 
"intra-corporate correspondence" and "data processing materials" are often in 
need of rapid transmission which is beyond the present capabilities of the Postal 
Service. Even the Postal Service recognizes that there would be little adverse 
financial impact on it if it permitted private companies or corporate employees to 
carry such items (38 Fed. Reg. 17512 [19731) • Moreover, to the extent that certain 
"intra-corporate correspondence" anl certain "data processing materials" may nnt 
be time-sensitive in nature, it is likely that businesses will rely on the Postal 
Service for delivery of such items, since the Postal Service generally provides 
adequate and inexpensive service In such circumstances. Accordingly,  we can 
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see no justification at ttiis time for bringing any "intra-corporate correspondence" 
and/or any "data processing materials" within tlie meaning of tlie word "letter" 
as would be the case if H.K. 15511 is enacted in its present form. 

If at some future time economic considerations were to dictate that the postal 
monopoly be extended to include all types of "intra-corporate correspondence" 
and/or "data processing materials", it should be up to the Congress and not the 
Postal Service to reach that conclusion on the facts then available. H.K. 15511 as 
It presently reads would delegate the responsibility for such decision to the Postal 
Service wliich, because of its own Interests, can hardly be expected to make an 
unbiased decision, even after Administrative Procedure Act type proceedings. 

Alternatively, if the Subcommittee were to determine not to grant a blanket 
exemption to "intra-corporate correspondence" and "data processing materials", 
we would request that a more limited exemption be specifically written into the 
statute. This would include providing specific exemption from the prohibitions of 
the statute for: (i) "intra-corporate correspondence", including correspondence 
between corporate affiliates who file consolidated tax returns, if transmission is 
completed within twelve hours or by twelve noon of the next business day ; ant}, 
(ii) "data processing materials", if transmission to and from a processing cen- 
ter is completed within twelve hours or by twelve noon of the next business day. 
With respect to any exemption granted to "data processing materials", we wo«ia 
oppose any limitation of the exemption to require that work be commenced on 
the materials within a specific period of time after their receipt at the center. 
In the case of GTE, any such requirement would reduce the flexibility of our data 
processing companies to handle varying workloads and could result in increased 
expenses to our telephone companies, and, ultimately, in increased costs to tell£- 
phone customers. 

Respectfully submitted. 
WnilAM SlAlONE, 

Vice President 





PROPOSALS TO  AMEND  THE POSTAL REORGANIZA- 
TION ACT OF 1970 

WEDNESDAY, DECEMBER 11,  1974 

U.S. HOUSE OF REPRESEXTATIVES, 
COMMITTEE OX POST OFFICE AXD CmL SERVICE, 

SUBCOMMITTEE OX POSTAL SER^^CE, 
Washingfon, D.C 

The subcommittee met at 0:30 a.m., in room 210 of tlie Cannon 
House Office Buildin<r, Hon. James M. Hanley [chairman of tlie sub- 
committee] presiding. 

Mr. HANLEY. Today marks the last day of liearings during the 93d 
Congress on H.R. 15.511 and related proposals to amend the Postal 
Reorganization Act of 1970. 

Wc have many more witnesses who have expressed an interest in 
testifying. Unfoi-tunately, the lioavy schedule imposed upon us during 
the last few months has required "that we hold fewer hearings than 
we had originally planned. We will accept statements for tlie record, 
however, and we expect to hold a few additional days of hearings 
early next year. 

H.R. 15511 contains many elements, the most important being an 
authoi-ization for increased subsidies to the Postal Service. I feel 
strongly tliat such subsidies are not only necessary but desii-able. The 
Postal Service is a unique communications network which is of incal- 
culable importance to our economic, social, and cultural life. Wliile 
I feel that the users should pay a substantial share of the costs, I also 
feel that it is the best public policy to provide large and continuing 
subsidies from the general treasury to help keep rates at a I'elatively 
reasonable level and still maintain a high quality of service. 

While on the subject of rates, I would also like to comment briefly 
on a recent statement by the Postmaster General that an additional 
temporary rate liike is likely by July 1, 1975. The rate hike, however, 
cannot come until the Rate Commission and the Board of Governors 
establish new permanent rates. This is because the Postal Service has 
already established temporary rates which ai-e close to or at one-tliird 
of the current permanent rates in most rate categories. Thus, the cur- 
rent rate case would have to be completed by March 23,1975 in order 
for a substantial temporary rate increase to be placed into ofTect by 
July 1,1975. It is anyone's guess whether or not the Rate Commission 
will complete its work by March. 

As you know, during this Congress this committee has had inten- 
sive hearings both in Washington and in major cities across tlie Nation 
related to the plight of the U.S. Postal Service, its status, and its prob- 
lems. Further, j'ou are acquainted with the legislation which acts 
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as a vehicle for these hearings. The intent is to hopefully eliminate or 
at least alleviate some of the many problems existent within the U.S. 
Postal Service as a result of the implementation of the Postal Reorga- 
nization Act of 1970. Through the course of these 18 months or so 
the committee has developed a fine background, which is going to en- 
able it to clarify and make better the new version of H.R. 15511. It is 
fair to say we have very serious problems within the system. 

We are advised that the cur'rent fiscal year deficit is somewhei'e in 
the neighborhood of $500 million: and the projection for fiscal year 
1975 aclvises that the deficit will be somewhere in the neighborhood 
of $800 million. 

The Postal Rate Commission has yet to dispose of its pending mat- 
ter; that is the temporary rate structure under which the USPS is 
now functioning. It is hoped that the Rate Commission will terminate 
its activity and make its decision in the month of March of next year. 
In recognition of the fiscal problem of the USPS. it is fair to assume 
that it will become necessary for the Postmaster General to offer an- 
other proposal, which would have the effect of raising the rates of all 
classes of mail. 

One of the fundamentals contained in 15511 is a subsidy provision. 
If this amendment is approved and enacted into law, the USPS could 
enjoy a subsidy up to 20 percent of its public service costs. I am a 
proponent of this feature because I am sure that the traditional con- 
cept of mail service in America cannot endure without assistance of 
this subsidy because of the continuing increase in rates. 

High postage costs have forced out of business thousands of pub- 
lications that have long been the pipeline between the American citi- 
zen and what is happening in their government. Going back to the 
rery Constitution, our forefathers, when they wrote that document, 
were somewhat emphatic with regard to the part the U.S. Post Office, 
as was then described, was going to play in our economy and our 
society. The fundamental premise was that ultimately we would enjoy 
the best standard of living in the world community. It was thought 
that to accomplish this, we had to have a informed citizenry. The best 
way of accomplishing this was to assure a free flow of print material 
into tlie homes of all Americans, regardless of what their economic 
or social status was. It has worked quite well through these almost 
200 years. 

Well, I am confident that the Congress is not going to move in a 
direction which would preclude the possibility of that traditional 
free flow of information. The committee and this Congress and the 
previous Congress conducted 21 days of hearings specifically on rates 
and documented the jeopardy that so many publications would be 
in if they continued to be subject to the rate increases. These rate 
increases are necessary because of inflation and the mandate imposed 
upon the USPS through the Postal Reorganization Act of 1970 
which wovdd have it become self-sustaining. 

So, it is obvious that the Congress mandated the self-sustaining 
break-even concept. Therefore, it is essential the Congress shift gears, 
take another look, and relieve that burden from the USPS. I am 
confident that early in the 94th Congress we will be in a position to 
move with a number of amendments to the Postal Reorganization 
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Act. Tliey will be substantive in nature; and with tlieir enactment 
into law, we will provide those charged with the administration of 
the U.S. Postal Service better tools to meet the challenge which is 
tlieirs. 

Having said that, and before introducing the first witness, I am 
^oing to defer to the ranking minority member of the committee, Mr. 
Johnson. 

Mr. JOHNSON. Thank you, Mr. Chairman. 
I am completing my 11th year in Congress and I believe my 10th 

yenv on this committee. It is with a veiy wonderful experience. I 
think it is a fine committee to have served on. I am one of the archi- 
tects of the Postal Reorganization Act, along with Mo Udall and some 
of the rest. I think it was a great idea when we did it. I think it is 
a, splendid idea still. I think we cannot take back and run the postal 
system. 

Therefore, although I could probably transfer to another committee 
by reason of my seniority, I am going to remain on this committee. I 
want to join with you in trying to make the system work. I want to 
join with you in the proposed amendments that you have to strengthen 
the corporation and I agree with you that we must preserve the public 
service concept of the postal system, which we erroneously tried to 
•destroy. I believe as a result of your hearings, and with what we could 
well do in the coming session of Congress, that we will bring on some 
amendments to the act, which will make possible the type of very great 
postal system that we envisioned when we passed the Reorganization 
Act 2 years ago. 

Mr. HANLEY. Thank you, Mr. Johnson. We have an excellent slate 
of witnesses this morning. I am confident that each of them is going 
to contribute measurably to the deliberations of this committee. 

I am going to call upon our friend and colleague, Congressman Bob 
Sikes, of Florida, to introduce our first witness. 

Mr. SiKES. I have with me Mr. Art Gottily, who has a problem of 
particular importance to him and a problem which relates to others 
also, as will be brought out in just a few moments, and also with me 
my legislative assistant, Mr. John Allen. 

Before getting into Mr. Gottily's case, Mr. Chairman, let me say I 
listened with interest to your statements and those of Mr. Johnson. I 
congratulate you and the memters of your committee and the staff for 
the inquiries you have made into the very important problem of ade- 
quate postal service and the effoi-t to slow down—at least slow down— 
the constantly increasing cost of postal service to the American people. 

I think we are all disturbed about the present situation. "While it was 
stated we should make every effort to have the present system work, 
and work effectively and work economically, there is a growing senti- 
ment that we should return to the old system, just because this one 
doesn't seem to be working satisfactorily. 

That's unfortunate, because the mail service is, essentially—a good 
mail service is essential to the American public. I have great hopes that 
your inquiries which have been so well and thoroughly conducted are 
going to help define the answers that are needed. 

So, I wish you well in the continuation of this work in the next 
Congress. 
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We all appreciate the contributions that this committee has made 
in many areas in Government; and you, in particular. Mr. Chairman, 
have distinjj^isherl j'ourself by your outstanding service to the Nation 
in the Congress; and I liave been very happy to watch your fine prog- 
ress in Congress. 

Mr. IIANI.ET. Congressman .Sikes, if T may exjjress my appreciation 
for your kindness to us tliis morning. I feel I would be remiss if I 
didn't comment and commend you for the keen interest you have 
evidenced in the USPS. In our many, many conversations on the floor 
and otherwise you liave done this. I appreciate your interest and your 
willingness to support our efforts. It is a delight to have you with us 
this morning. 

Mr. SiKKS. Thank vou. Mr. Chairman. 
Mr. Chairman, as T indicated earlier, I bring to you a problem of an 

individual; but it is a problem that is general and it affects many 
]wople; and I think it is one that should be called to the attention of 
tliis committee. 

"We know you ha\'e many witnesses and much W'ork to do. AVe will 
be brief. 

I'm going to introduce to vou Mr. Art Gottily. the owner-manaser 
of the Consolidated Clwck Dispatching Service. This is a cost-saving 
system for moving checks from writers to payees. The charge is 5 cents 
for each check which is accepted. 

On September 20. 1971. Mr. Gottilv wrote to Mr. Craig of the 
Office of the General Counsel of T'SPS to seek an official opinion 
I'egarding the legality of this service. All of this is in the file which 
has been submitted to your committee and is available for your 
information. 

Mr. Gottily's letter described the CCD system in detail and stated 
that the business wouldn't go into operation until an official legal opin- 
ion was received. 

On October 26,1971. Mr. Jack DiTjorenzo: Assistant General Coim- 
sel, answered the September 20 inquiry'; and the thrust of Counsel 
DiLorenzo's reply, which is iiifluded in tlie material l)efore you. was 
that the CCD system is a lawful entcT-nrise inasmuch as the statutes 
do not classifv a check to be a letter. Therefore, checks and their ac- 
comnanying bills are deliverable by private carrier. 

Since receiving clearance to nroceed. the sci'vice—CCD—has crown 
steadily over a .3-year period. Although it is a small operation, it is an 
impoi-fant one to this gentleman and his family and it is typical of 
other similar business enterprises. The operators w-ere disheartened 
to leani in October of this year that a proposed amendment to the 
lirivate express statutes was being considered, which, if ratified, would 
disenfranchise the Consolidated Check Dispatching Sen'ice. 

It is their belief and the opinion of tlie attorneys that they have 
consulted that the proposed amendment is discriminatory afraiust 
CCD. This is demonstrated in the section which wo\i1d apply the 
nor>letter designation to a check only if the check is delivered to. from, 
or between financial institutions. Mv purpose for beinc here, and ^fr. 
Gottilv's purpose for bein."- here, is to reriuest that your committee 
leave the wording of the private express statutes in the current foi-in 
which reasonably states that checks are not letters and hence may be 
convened bv private exnross. This, of course, would ins"''e thi« co'u- 
pany's right and that of similar enterprises to operate. It would also 
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permit the continuation of cost reduction, whicli accrues to any segment 
of tile public served by ('CD. Tliis servi(;e can operate more economi- 
cally, more efficiently, than the mails ojierate, and it takes a little bit 
of tod.ay's heavy mail load otl' of the mails. Tiierefore, we feel that it 
should be allowed to continue. 

With that background, Mr. Chairman, I am going to ask Mr. 
Gottily with your permission, of course, to add anything that he 
wishes. 

yir. IIANLEY. "We are delighted to have you with us, Mr. (irottily. 
We will proceed. 

Mr. GornLY. Thank you, Mr. Chaiinuin. I came prepared to read 
this oiie-jjage testimony to you; but my thunder was stolen by Con- 
gressman Sikes. I couldn't connnent anj' moi'e favorably- on (X'D's 
behalf than he has. 

Mr. SIKES. That's an old trick of mine, Mr. Cliairman. 
Mr. G^iTfiLY. I sat here ready to read this to yon, but I think the case 

is well stated by Congressman Sikes. We have one objective: we 
would ask that the language of the private express statutes remain 
the same and that this new phrasing be removed. Tlie phrasing in 
question is that "a check is a letter if it is not delivered by a bank or 
savings and loan institution or some other member of the financial 
community." Of course, this new langauge specifically disenfran- 
chises CCl). This phrase, ''to. from, or between financial institutions," 
we believe to be patently discriminatory against CCD. This new 
language would, frankly, would abolish CCD if it were left as it now 
is. 

So. that's the thi-ust of our request, to allow the original language to 
remain attachment 5 of this testimony makes reference to that original 
language wherein it is indicated checks are not letters i-egardless of 
the nature of the sender or destination. 

^Ir. SIKES. The new language would indicate that checks are lettei-s 
and. therefore, delivery of checks by private company would be abol- 
ished. Mr. Gottily is seeking a continuation of the situation whicli 
existed prior to the new regulation. Possibly, Mr. Chainnan, you or 
the members of your distinguished committee would have questions 
that you would want to ask Mr. Gottily about the operation of his busi- 
ness to further clarify what he said. 

Mr. IIANLEY. Fine. Mr. Gottily, may I ask, has the Postal Service 
asked you to cease opei-ations in the light of this new regalation ? 

Mr. GoTTTLY. No not in the form of an immediate "cease and de- 
sist". We learned of this new regulation in October. As a matter 
of fact, it was on my birthday this year. It was a fine biitliday present 
when on October IG, I received a communication from the Counsel's 
office. 

Mr. SiKES. Mr. Gottily. isn't it true that they liave indicated to you 
that you can have a choice of gradually phasing out or being phased 
out summarily. 

Mr. GOTTILY. Yes: they have. 
Mr. SIKES. TO all intents and purposes he has be^n told he can't 

continue to operate. Do you want to die slowly or do you want to die 
immediately ? 

Mr. HANLEY. Of course, the proposed regulations were initially 
drafted in July of 1973 and were subject to hearings in October of 
the same year. 
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May I ask, were you aware at that time- 
Mr. GoTTiLY. No, sir; I wasn't. That's a very f^ood question, too. 

We, CCD, went out of our way to make our case clear to the office of 
the general counsel when we conceived the idea. Then we heard nothing^ 
further along the lines of this new language that was referenced. 

INIr. SiKES. Mr. Chairman, if you will excuse me, I have a committee 
meeting also that I must chair. I do appreciate your courtesy to Mr. 
Gottily. Mr. Allen of my staff will be here for the remainder of the 
discussion. 

Mr. HANLEV. Fine, Congressman Sikes. We are aware of your sched- 
ule conflict and we are delighted that you were able to spend this much 
time with us. 

Thank you. 
Mr. SIKES. Thank you for the good work you are doing. 
Mr. HANLEY. Mr. Gottily, may I ask, is your service cheaper than 

the other service ? 
Mr. GOTTILY. I have to give you two answers to that. Yes, it is: 

cheaper but it is not quite equivalent. The word equivalent would 
imply same speed. CCD is slower generally than the mails. We ask 
that we be given at least 2 days' leadtime to (ieliver a local check. Pre- 
sumably the Postal Service does better than that on local mail. 

Mr. HANLEY. I see. 
Mr. Johnson? 
Mr. JOHNSON. How would you deliver a check to Sears, Roebuck in 

Atlanta? 
Mr. GOTTILY. Well, we would accumulate several Sears, Eoebuck 

checks, for example; but we would not deliver them to Atlanta. We 
would deliver them to the Sears, Eoebuck store in Pensacola, any 
Sears store anywhere will take anyone's payment regardless of where 
a purchase was made. 

So, we just make our rounds at night and go to Penney's, Sears, and 
so forth, making deliveries of that kind. It is a lot of hard work. 

Mr. JOHNSON. I notice a check would have to be placed in an en- 
velope which anybody would have to do if they are going to mail a 
check. The additional charge to the sender would be—there's a second 
envelope involved in which they must put the envelope into and seal. 

Mr. GOTTILY. Right. 
Mr. JOHNSON. An envelope will cost you 2 or 3 cents, won't it ? You 

are not an awful lot cheaper than the 10 cents first-class mail ? 
INIr. GOTTILY. Well, v/e provide the outer, or as you say "second" en- 

velope. CCD furnishes our customers with free supplies of outer 
packet-type envelopes in which they insert their checks. They deposit 
the packet with us. After we dispatch their checks we recycle the 
packet-type envelope. We advise people not to seal the outer packet- 
type envelope, just put a paper clip or rubber band around the outer 
envelope which contains one or more checks each in their separate 
envelope. That's the way it works. 

Mr. HANLEY. Thank you, Mr. Johnson. 
Mr. Ford? 
Mr. FORD. Thank you, Mr. Chairman. I am a little bit confused. 

What is the service that you are selling ? 
Mr. GOTTILY. All right, sir. Can you look at attachment 1 ? 
Mr. FORD. Yes. 
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Mr. GoTTiLT. Wo simply say to you, for example, as head of your 
household, wo would say CCD will take all of your checks that you 
write to a business or to an organization or to a profession, those three 
categories. 

As we indicate on this little illustration, you would simply place 
those checks in an envelope, direct that envelope to us via a depository 
box we have  

Mr. FORD. Wlien you say direct, do I mail it to you ? 
Mr. GoTTiLY. No. You place it in a box. We have a couple of 

boxes. One means by which we obtain checks is simply a letter- 
drop in the door of my residence. 

Mr. FORD. The only people who would use your service are people 
within some reasonable amount of convenience, who can go to your 
home and drop them in the box ? 

Mr. GoTTiLY. Well, tlie range is a little wider than that. I have 
a few boxes scattered around Pensacola. 

Mr. FORD. Are your principal customers individuals like me as head 
of a household ? 

]\Ir. GoTnr-Y. Yes, sir. 
Mr. FORD. What businesses ? 
Mr. GoTi'iLY. Principal customere are heads of household. We do 

have a few business customers. There is a third means by which checks 
can reach CCD and that would be simply you, as head of a business, 
"would take 20 or 30 of your checks, put them into one envelope, and 
send that envelope to CCD's post office box. We would, in turn, take 
those checks and deliver them for you; and in that case, you would, 
as our customer, have previously provided us with a supply of your 
empty, personalized envelopes. For instance, several doctors in the 
Pensacola area use our service. We have a supply of the doctors' 
personalized empty envelopes. After receiving the doctor's checks, we 
place each check in one of his own envelopes, and deliver them for 
him. 

Mr. FORD. When j-ou are delivering them, what portion of your 
delivery is made by mail ? 

Mr. GoTTiLY. I would have to give you an estimate on that. I would 
say probably 15 percent, something of that nature. 

Mr. FORD. If only 15 percent of your volume is done by mail, how 
could the mail regulation have that much inpact on your business ? 

Mr. GoiTiLY. Well, the proposed regulation will not allow us to 
deliver checks. We deliver checks by courier and "deliver" is a key 
word. The new regulation says that a check is not deliverable by private 
express, which CCD is; and 85 percent of our checks are delivered 
by courier. Most of them are local and they are delivered by us at nighlj 
You are probably thinking how do we deliver them at night after 
businesses are closed. We simply slip them under the door or in « 
letter drop. We do not use the mailbox. 

Mr. FORD. IS this a profitable business? 
Mr. GoTTiLY. No, sir; not now. We are not making a profit now. 

We have shown improvement over the years. We have been at it 
for 3 years and we are showing a nice improvement, but we are still 
a long way from making a profit. 

Mr. FORD. Thank you. 
Mr. HANLEY. Thank you, Mr. Ford. 
Mr. Derwinski ? 
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Mr. DERWINSKI. Mr. Gottily—in addition to your operation, are 
there any other identical or very similar firms scattered across the 
country ? 

Mr. GOTTILY. I have been asked that befoi-e, sir. As far as I know, I 
don't think there are any. I conceived the idea of CCD. I am owner, 
operator, inventor, promoter, and any other thing. I don't know of any. 

Mr. DERWINSKI. YOU create this idea—if you could really make it 
click, you could create a brandnew trade association and we would see 
a lot of you here in Washington. 

As of the moment, to your knowledge, you have an individual prob- 
lem'^ 

Mr. GOTTILY. Yes, sir; I think we are unique in this situation. I don't 
know of anything else that is doing precisely what we are doing. 

Now there are courier serA'ices for tlie banks, but I suspect they 
charge the banks a shade more than CCD would charge an individual, 
5 cents per check. I really don't know if there are services exactly 
as ours in operation. 

Mr. DERWIXSKI. Thank you, sir. 
Thank you, Mr. Chairman. 
Mr. HAXLEY. Mr. Traxler ? 
Mr. TRAXLER. Mr. Chairman, just one question, please. 
Sir, what do you do with those checks for which you don't have a 

local branch? How do you handle that out-of-town delivery situation? 
Mr. GOTTILY. That relates somewhat to Mr. Johnson's—Congressman 

Johnson's question earlier. It is a good question. Let's say Texaco, for 
example, we ask approximately 6- to 8-day leadtime for an out-of-town 
check and hopefully within that period we will receive two, or three, 
or four additional Texaco checks, for example. Then we simply com- 
bine those in one envelope and send those to Texaco. That's the only 
simple solution we have for the situation you described. 

Now again if a check is not a letter, if it remains in the nonletter 
category, this combining is a lawful procedure. I am fully aware this is 
an imlawful procedure with numerous other types of mail; letters, 
for example. If a check remains in the nonletter category; I think we 
are on safe ground there. 

Mr. TRAXLER. One further point. How do you deliver that check? 
Are you accumulating several of them over a period of a few days? 
Let's assume one of your customers is making a payment within a dis- 
tant city to a private person as a personal debt. What do you do with 
that check? 

Mr. GOTTILY. Tjet's refer to the brochure. There are three categories. 
We will accept checks only to three categories: Businesses, organiza- 
tions, aud professional. Now this situation that you describe is prob- 
ably not going to fall within one of those three categories. W& simply 
ask this {jerson not to include that type of check. 

Mr. TRAXLER. Thank you, Mr. Chairman. 
Mr. HANLEY. Thank you, Mr. Traxler. 
Mr. Gottily, on behalf of the committee, our appreciation for your 

appearance here this morning. 
For the puipose of the record, would you introduce your associate ? 
Mr. GOTTILY. I am sony. This is John Allen. 
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Mr. ALLEX. I am legislative assistant to Mr. Sikes. Again our deep 
appreciation for your time and effort this morning. 

Thank you, Mr. Chairman. 
Mr. GoTTiLT. Thank you, Mr. Chairman. 
[Tlie material submitted by Mr. Gottily follow:] 

CO.VSOLIUATEU CHECK DlSPATCHlXO, 
Fensacolu, Fla., December ,9,1974. 

Hon. J.^MES X. HANIJ:Y, 
Chairman, Subcommittee on Postal Service, 
Washington, D.C. 

DEAB MR. CHAIRMAN: Consolidated Cheek Dispatching (C€D) is a cost sav- 
ing system for moving a eheclv from writer to iwyee. COD cliarges 5^ per check 
accepted.  (Please refer to our brochure labeled Attachment I for details.) 

On September 20. 1971, I wrote to Mr. Roger Craig of the Office of General 
Counsel, U.S. Postal Service to seek an official opinion regarding the legality of 
the OCD system concet)t. A copy of this letter is attached for your information, 
labeled Attachment 11. It describes the COD .system in detJiil, and also states 
that the business would not go into oijeration until an official legal opinion was 
received. 

On October 26, 1971, Mr. Jack DiLorenzo. Assistiint General C-ounsel, an- 
swered my September 20 in(iuii-y. The thrust of Counsel DiLorenzo's reply 
{Attachment III, Rcf. A) was that the OCD system is a lavvfnl enterprise in- 
asmuch as the Statutes do not classify a check to be a "letter"; therefore, checks 
and their accompanying bills are deliverable by private carrier. 

Since receiving clearance to prcx-eed from the General Counsel, COD has 
grown slowly but steadily. During tills three-year i>erio<l. OCD operations have 
required essentially all of the sjrare time my wife and I have, as well as a sub- 
stantial portion of our limited resources. Consecpiently, it wa.s most disheart- 
ening to learn in October of tills year that a proposed amendment to the Private 
Kxpress Statutes was being considered which would, if ratified, disenfranchise 
COD. 

It is our sincere belief and the considered opinion of the two attorneys we have 
consulted on this matter, that the proixised amendment is clearly discriminatory 
against CCD. I specifically refer to the section which would apply the non-letter 
designation to a check only if the check is "delivered to, from or between 
financial institutions." 

We therefore urgently and respectfully request that the Committee leave the 
wording of the Private Express Statutes in the current form, which reasonably 
states that "checks are not letters, and hence may be conveyed by private ex- 
press. Granting this request will assure CCD's right to operate. It will also per- 
mit the continuation of the cost reduction which accrues to any segment of the 
public served by CCD. 

Yours very truly, 
ART GoTTn.Y, 
Owner-Manager. 



330 

CCID 
SAVE    50-:;   ONDELIVERYCOSTFORALLOF YOUR CHECKS SENT VIA THE   CCD   SYSTEM. 

YOUR ONLY COST IS    5c    PER CHECK. 

CCD Accepts checks to all local and oul-of-lown: BUSINESSES fmorlage cos., publishers, utilities etc.) 

ORGANIZATIONS (churches, clubs, hospitals, schools etc.) and PROFESSIONALS (physicians, attorneys etc.) 

CONFIDENTIALITY IS ASSURED BY OBSERVING THE FOLLOWING PROCEDURE 

STEP 1  Seal each check in a separate envelope addressed to payee. Be certain you write your Name, Phone No. 

snd Dale Check is due on the face side of each envelope as indicated below. 

WIPORTANT! 
show the following on 

each envelope: NAME 

OULF POWER COMPANY 

ee^ 
STEP 2  Place all of your envelopes, PLUS 5c FOR EACH, into one large envelope, seal and drop in depository. 
Allow C C D at least Zi days lead lime foi local deliveries and 6 days or irrore lor items going out of town. 

We invite your inquiry. 

Consolidated Check Dispatching 
6329 Harvard Court 
Pensacola, Florida 
477-4109 
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PENSACOLA, FLA., Septemher 20,1971. 
Attention: Roger Craig, Esquire 
•OFFICE OP GENERAL COUNSEL, 
U.S. Postal Service, 
Washington, D.C. 

DEAB M. CEAIG: Mr. William H. Stafford, U.S. Attorney, Northern District 
-of Florida, has advised me that your office is the proper place to obtain a 
bonafide opinion stating whether a proposed service, to be operated for profit, 
is in accord with the law and postal regulations. 

As an expression of good faith, and to be certain the proposed service satisfies 
-all legal criteria, we are trusting to your confidence a detailed disclosure for 
your assessment. 

The corporation, which will be known as Consolidated Cheek Dispatching, 
Inc. (COD) Is founded on the theory that both businesses and Individuals have 
many common creditors (e.g., utility companies, department stores, banks, credit 

•companies, etc.) CCD would solicit the public, both individuals and corporations, 
to mail all of these common creditor checks to CCD. Subsequently, CCD would 
sort the checks according to the various creditors, then CCD would mail a 
packet containing numerous checks which are all payable to the same creditor. 
See enclosed brochure for complete details. 

We have invested some money and considerable energy which has enabled us to 
reach a state of preparedness that would allow testing of this proposal In 
Pensacola. We have placed a temporary stop on this activity, however, and 
are withholding initation pending your assessment. 

In view of the overriding importance of your evaluation, we shall be most 
appreciative of a prompt and hopefully favorable reply. 

Yours very truly, 
ABT GOTTILT. 

U.S. POSTAL SERVICE. 
LAW DEPARTMENT, 

Washington, D.C, October 26,1971. 
Mr. ART GOTTILY, 
4805 North Ninth Avenue, 
Pensacola, Fla. 

DEAR MR. GOTTILT : This will reply to your letters concerning a delivery 
service known as Consolidated Check Dispatching, Inc. (CCD) that you pro- 
pose to establish to deliver checks sent by customers to pay their accounts 
-with utility companies, department stores, banks, credit companies, etc. 

In the proposed operation, Individuals using your service would enclose In 
one envelope and mail to CCD all the checks they wish sent to their creditors. 
CCD would re-group all checks It receives from Its several subscribers accord- 
ing to the creditors for whom they are Intended. Packets containing checks 
.so grouped will then be dispatched to the respective creditors either by mail or 
private carrier. The checks would be unaccompanied by any matter except the 
bills for which payments are made, and then only in those cases in which 

•creditors require that bills be returned with payment.  CCD would he com- 
pensated by the subscriber who would enclose with the checks he sends either 
a check payable to CCD In the amount of the fee which Is four cents per 
check or an equivalent amount of i>ostage. 

Tou ask whether the operation proposed would be contrary to postal laws and 
regulations. 

By a group of statutes collectively known as the Private Expres.s Statutes 
Congress, vrith stated exceptions, conferred upon the Po.stal Service a monopoly 
in the delivery of letters for others. We enclose a copy of the pamphlet, "Restric- 
tions on Transportation of Letters." Part I of the pamphlet contains the text of 
the Private Express Statutes as they appeared prior to July 1, 1971. Because of 
the enactment of the Postal Reorganization Act of August 12. 1970, Public Law 

•91-375, effective July 1,1971, minor changes in wording were made In the statutes 
and Sections 901-906 were renumbered as Sections 601-606 of Title 39, U.S. Code. 
Part II contains Interpretations of the stautes made by the Chief Legal Officers 
•of the Postal Service, the United States Attorney General, and the courts. The 
statutes apply only to "letters." What Is a letter Is discussed in Section 3 on 
page 7 of the pamphlet. 
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Checks In their ordinary form are not letters. Accordingly, the operation ymi 
describe would not violate the Private Express Statutes if no messages extrane- 
ous to the checks are enclosed with them. See Section 7 on page 11 of the imm- 
phlet. 

The bills enclosed for return to the creditor would not be regarded as con- 
taining information extraneous to the checks with which they are identified if 
the sender makes no additions or alterations to them. Additions, alterations, ad- 
vices and similar communications which the debtor places on the bills are "let- 
ters." Accordingly, if CCD sul>scril)ers enclose statements so altered with the 
checks, postage at the single piece rate miist be paid on each statement, in addi- 
tion to the postage required on the weight of the checks. See Section 25 on page 
23 of the pamphlet. The same requirement would apply to matter re-grouped and 
dispatched in the mail by CCD in the second transmission. When the checks and 
accompanying bills that have been altered are delivered to the creditors b.v pri- 
vate carrier outside the mails postage at the applicable single piece rate Iikewi.se 
would have to be paid on each bill, but pastage would not in that case l)e re- 
quired on the weight of the checks. 

Should you have any questions after carefully reading the enclosed pamphlet, 
we shall be glad to attempt to answer them. 

We are sending a copy of this reply to Mr. John G. O'Brien, who also inquired 
relative to this matter on your behalf. 

Sincerely yours, 
JACK T. DILOBENZO, 

Assistant General Coiivnel. 
Opinions Division. 

'Sh: IIANLEV. Our next witnes.s this mornino' is Mr. Francis S. Filbey, 
general president of the American Postal Workers Union. 

STATEMENT OF FRANCIS S. FILBEY, GENERAL PRESIDENT, AMER- 
ICAN POSTAL WORKERS UNION, ACCOMPANIED BY PATRICK J. 
NILAN, LEGISLATIVE DIRECTOR, AND EDWARD L. ROWLEY, 
LEGISLATIVE AIDE 

ilr. HAXLEY. AVe aie delighted to have you with us this morning. 
For the purpose of the record, if you would introduce your associates. 
Mr. FILBEY. On my right is Patrick Nilan and on my left, Mr. 

Edward Bowley. 
Mr. HANLEY. We are delighted to have you with us. 
Certainly in recognition of the expertise w'hich you enjoy, we are 

confident that your testimony this morning is going to prove quite in- 
teresting and most useful to the committee. 

Mr. F11.BEY. Thank you. 
Mr, Chairman and members of the committee, for the record I am 

Francis S. Filbey, general president of the American Postal Workers 
Union, AFI^CIO. 

I am very pleased to appear before the committee this morning. 
We speak in behalf of more than 350,000 postal employees for whom 

we are the exclusive national representative for labor-management 
relations and collective bargaining with the U.S. Postal Service. Our 
membership is employed in post offices in all 50 States, the District of 
Columbia, Puerto Eico, Virgin Islands, and Guam. 

We thank the chairman and membei-s of this subcommittee for giv- 
ing the American Postal Workers Union an opportunity to express our 
views on H.R. 15511. We appear today to advise your honorable com- 
mittee of our view.s concerning this pending legislation as embodied in 
H.R. 15511 introduced by the distinguished chairman of the committee, 
the Honorable Mr. Hanley of New York. 



333 

An examination of If.R. l.")!! indicates that some sections of tlic hill 
lemiire our comments. 

The proposefl amendment to section 1 of the bill of section 2401 (b) 
of title 39, United States Code, to provide for authorization of an ap- 
propriation to tlie Postal Service each fiscal year an amount not more 
than 200 per centum of the total operatinjr expenses of tlie Service for 
the immediately preceding fiscal year, brings into focus the basic ques- 
tion of how should Postal Ser\'ices in the United States be financed. 

Your honoiable committee has already iieard vohiminous testimony 
on this question. 

We are not here today to take a position on the basic question 
raised by the legislative proposal; namely, should the user of the 
mails pay the full cost of handling his or her mail, or should the 
general public, through their taxes, pay some part of that cost? 

Our position is that regardless of whence the funding comes the 
employees of the Postal Service shall not be denied the benefits of 
already established legislation, ordering comparibility in wages, et 
cetera, with their countei-pai-ts in the ])rivate sectoi- of our economy. 

What does disturb this union is the possibility that should the 
Congresional decision lie that there shall he greater and gi-eatei- sub- 
sidies made to the Postal Service, there will eventually come the time 
when this imion may find itself in the position that negotiations with 
our employer, namely, the Postal Service, may in fact be only shadow 
negotiations. That our negotiations, in fact, will be again with the 
i-espective appropriations committees of the Congress. 

We note that tlie pending legislation (miy authorizes the appropria- 
tion of an amount not to excee<l 20 percent but makes the actual 
percentage to be appropriated subject to action annually by the Con- 
gress. 

One must assume that then the decision as to the per centum would 
necessarily be determined by the appi'0]>riate committees of the Con- 
gress, which may or may not be the respective Civil Service and Post 
Office Committees. 

In short, regardless of the termination of our labor contract, we 
would always face an employer Avho could not make a binding agree- 
ment until he had his appropriation finallv af)proved by the Congress 
and signed into law by the President of the ITnited States. 

One feels compelled to raise the question, "Wliat way would that 
situation differ from that which existed prior to the passage of the 
Postal Reform Act ?" 

Therefore, our position as to section 1 of H.R. 1 ;">.') 11 must be, we 
favor its adoption only if it is made abundantly clear that its adoption 
must in no way interfere with the collective bargaining situation as it 
presently exists between the Postal Service and our union. 

We have no comments except the above concerning section 2 of TT.R. 
1.5.^>11. We have no comments concerning sections 3. 4. 5. or 6 of the 
bill. 

We vigorously oppose section 7 of the proposed legislation. 
We do not agree that the laws relating to private cai-riage of letters 

should be changed. To the contrary, we believe that such existing 
laws should not only be rigidly enforced, but where necessary, should 
be strengthened. 

- 4Rri—74— 
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We are aware that there is growing: sentiment for permitting private 
concerns tlie right to engage in processing and delivery of what we 
call first-class or letter mail. We just heard such a witness. 

We. naturally, are opposed to turning over to private sector entre- 
preneurs the processing and delivery of letter mail, just as we have 
traditionally opposed the incursion of such operators in the fields 
of second- and third-class mail. 

We do not believe any private carrier or group of private carriers 
can ever serve all the people of our Nation. Thus, we are left only 
with the conclusion that such private sector carriers would serve only 
that part of the population which would return to them a profit. 

Yes, they might also agree to serve that additional part of the 
population which would enable them to break even. 

Who would serve that part of the population that would neither 
bring profits or break even? Obviously, the Federal Government. 

Would then the Fedei-al agency required to carry out that function 
be totally subsidized from general tax funds, or would a segment 
of the population, and only that segment, be required to pay increased 
postal rates ? 

In short, Mr. Chairman and members of the committee, it is our 
firm conviction that processing and delivery of letter mail must remain 
as the sole f mict ion of a national Postal Service. 

We might furthcT- suggest, Mr. Chainnan, since H.R. 15511 proposes 
to amend the Postal Reform Act. that your honorable committee con- 
sider amendments to that act which would make legal the right of 
postal employees to strike, as well as grant to the unions the right 
to negotiate with their employer for a union or agency shop. 

To sum up. Mr. Chairman, we cannot, at this tiime, support section 1 
of H.R. 15511 without that section being amended to make it perfectly 
clear that we shall, as the law presently permits, continue to have 
full collective-bargaining rights with our employer. 

Xor can we support the legislation as long as it contains section 
7 wliich we intei-pret as a relaxation of the private express statutes. 

Mr. Chairman, we thank you and the members of your committee 
for affording us this opportunity of expressing our viewpoint con- 
cerning the provisions of H.R. 15511. 

AVe ai-e deeply grateful to you and your colleagues for the intense 
interest you have always shown for the welfare of the postal emploj'ees 
we have the privilege of representing. 

Mr. Chairman, I might add, we just heard a witness who proposes 
to take over part of the delivery of what we call first-class mail, who 
indicated in response to a question from Congressman Traxler, if I 
remember correctly, that he could only handle certain kinds of mail. 

It is our viewpoint if the private express—or the express statutes 
are relaxed tliat we would have many entrepreneurs similar to that 
who would skim off that part of the postal business from which a 
profit can be derived and leave the existing Postal Servdce or some 
other Government agency that may take its place, the nonprofitmak- 
ing operation, which has happened to us, as you know, in the Postal 
Service witli the operation of United Parcel Service, which does not 
nationally deliver parcels to ever}' part of this country or to every citi- 
zen of this country. 
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We are very much op[x)sed to any relaxation of the present statutes. 
In fact, we hope that some time in the future that Congress might even 
strengthen the existing statutes. 

Thank you very much. 
Mr. HAXLEY. iliank you very much, President Filbey, for your very 

fine testimony. 
As I anticipated, it is comprehensive. It certainly provides food for 

thought. 
I want to give you this assurance this morning: tliat in no way is 

it the intent of this legislation, or for that matter the Congress, to 
interfere witli the collective-bargaining rights now enjoyed. That is 
not at all the intent; and you can have tlie assurance of this individual 
that we will make it very emphatic as we proceed with this legisla- 
tion that the present structure will not be jeopardized at all in that 
sense. 

May I ask you if you could be more specific concerning the provi- 
sion for public service subsidy, and specifically how would this pro- 
vision interfere with collective bargaining? 

Mr. FILBEY. Well, I am confident that neither you nor any present 
member of the House Post Office and C'ivil Service Committee would 
have any intentions of interfering with the existing labor relations 
in the Postal Service. 

However, I am confident also that as appropriations of money by 
the Congress to the U.S. Postal Service increase, that there will be a 
greater and greater desire on the part of larger and larger numbers of 
Meml^rs of the Congress for greater control over the operations of 
the U.S. Postal Service. 

If the public service subsidy is increased to 20 percent it is my 
understanding—and I could be wrong—that basically the legislation 
proposes that that would be the ceiling; however, the Appropi'iations 
Committee, or the subcommittee of the Appropriations Committee 
handling the Post Office budget would make the determination as to 
•whether it should become 15, 16, or 19 percent. 

If and when the Appropriations Committee moves into the field, I 
l)elieve that our ex^^erience would be similar to that before the passage 
of the Post Reorganization Act, where the Appropriations Committee 
would, despite the Postal Service's need for the full 20 percent, decide 
to aoproi^riate l^or 15 percent. 

How can our employer sit down and negotiate with us wage in- 
creases, fringe benefits, that obviously are going to increase his cost 
without kjiowing how much money the Congress is going to 
appropriate. 

To be completely frank with you, I fear very greatly that in actu- 
ality, we would be again negotiating with the Appropriations Com- 
mittee of the House and the U.S. Senate rather than with our employer. 

T can remember the days, Mr. Chairman, before postal reform 
when we would—w-hen the unions, who then had limited bararaining 
rights with the Postal Service—with the former Post Office Depart- 
ment under Executive Order 10988, when we would propose, sug- 
gest, or try to obtain from the then Post Oflfice Department, not a pay 
incrofise, not an increase in the fringe benefits, but some proposal we 
would make. 

The Post Office Department's standard response was, "If we were 
to agree to this, it would cost us x number of dollars. We cannot agree 
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to anything that will cost additional money because we don't know 
if the'C'onfjress is even goinn; to jrive us tlie requested budget, let alone 
what these increased costs might be." 

I don't want to get back to that. I don't want to get back to that 
situation. I have to say, Mr. Chairman, that I am firmly convinced 
that the postal employees we represent are better off under collective 
bargaining than under the old system which you may not like me to 
say, but we also considered collective begging. 

Mr. HANLEY. Let me ask you this question then: In your judgment, 
would it be better that the Congress not pay any attention at all to the 
possibility of subsidy and let the present mandate endure? 

Mr. FiLBEY. That's a matter, Mr. Chairman, which can he argued 
both ways. 

I am a firm believer that the users of the mail should pay for the 
cost. That's my personal opinion. 

My imion's opinion is, obviously, that we should have the right to 
negotiate with our employer. Where the money comes from to pay the 
cost of those negotiations is none of our business. 

I would like to say as a taxpayer, the users of the mail should pay 
the costs, including our own union magazine. 

Mr. HANLEY. Of course, we would like to not be troubled with this 
problem of the Postal Service. We would like it if it coidd provide 
the traditional quality of the Postal Service and be self-sustaining. 
That would be the ideal. 

It's very difficult for us to crank up this overture in the light of the 
mandate imposed in 1970. It became quite obvious to the Congress that 
if tliat mandate was going to endure, then a lot of things were going 
to have to happen within the Postal Service; limitations w'ould be 
placed on many of the services such as Saturday service, and the clos- 
ing of a lot of post offices aroimd the country. In addition to this, many 
of our publications would be placed in economic jeopardy, causing 
them to phase out. 

I. for instance, had a conference a week ago with one of the major 
direct mailei-s who was a $30 million postal customer per year; but 
because of the rate, hike he has had to reduce his number of annual 
mailouts. As a result, that one particular operation, was forced during 
the course of this year to release 8.000—1.000 employees. 

If the trend continues, they will continue to move in the direction of 
lavoffs; so we are confronted with this sort of problem. 

We would, as I sav, much i-ather find ourselves in the position of 
ndhei'ing to the original mandate. Obviously, it isn't going to work. 
T undei'stand the Postm.aster Geiieral, himself, in an address before 
the ]\[agazine Publishers' Association, supports the subsidy concept 
now. So it's not an easv thing to unravel, to try to get this train on 
tlie tracks, so as to speak. 

I can only again assui-e you that it is not at all the intent of this 
committee and the intent of this committee will be transmitted to the 
other responsible committee associated with appropriations that it 
is not tlie intent of the current collective bargaining procedure, that 
it bo intei'fered with. 

With that, T defer to INIr. Johnson. 
'Sh: Joiixsox. Well. Mr. Chairman. T know we have five other 

witnesses to hear today. I think I will forgo questioning. I would like 
to hear all the testimony this morning if we can. 
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You made a fine presentation. We, of course, welcome you here this 
morning. 

Mr. HANLEY. Mr. Ford ? 
Mr. FORD. Thank you, Mr. Chairman. 
Mr. Filbey. one thing I woukl like to get your reaction to is the 

way the bill is drafted, this committee would have to first seek au- 
thoi-ization for the appropriation. 

Tliere is no doubt with regard to whether it is set at a 20-percent 
maximum or wlicther oi' not it is tied down in that way. I view 
that as quite obviously an attempt on our i>art to force what we con- 
sider to be a less than adequate Board of Directors operating an 
increasingly difficuh cori)oi-ation. which is losing public confidence 
as well as congressional confidence, day l>y day; not by action of the 
employees, surely, but by virtue of tlie repeated mistakes and lack 
of attention by the ab.sentee Board of Directors which admittedly 
rarely, if ever, has had all of its members come together at one time. 

It does business by telephone more f I'equently than by confrontation. 
As one who still I'egiets finally voting for the formation of the 

postal corpoi'ation in the way in which we did vote for it, T feel 
leather strongly that this is one way that we can get ourselves back 
into the business of reviewing the activities of these people, exposing 
to the public scrutiny those members of the Board of Directors who 
are too busy in other occupations to devote their time to it, and hope- 
fid ly get a greater degree of responsibility for tho men. 

T think I would view everytliing the chaii'man has said with respect 
to our reluctance to do anytliing at all that would interfere with one 
of the salutary features of the new law, being the right of the em- 
plovees to bargain for wages and other benefits; it would not be my 
desire to return to the old system in that regard. 

I think there is a si-eat deal of f riistration among Members of the 
Congress about tlie fact that we have set aside over here a group of 
people who show really no inclination to be responsible to the Amer- 
ican public at a time when MT are being asked to be responsible, re- 
sponsive public, open, abovelward, conduct all of our business, in- 
cluding our party caucuses, on the record where everybody can see. 

It is somewhat disturbing to see that the vei*y important Postal 
Se^^'ice has been turned over to a bunch of people who don't operate 
in that fashion. 

T would like your reaction to the provision in the bill, section 1 
which you have already indicated causes you concern, that would like, 
not annually, but at least periodically, the Postal Service to come be- 
fore this committee and justify its metho<l of operation and perhaps 
justify specific activities on their part. 

Mr. FiLBET. Well, Mr. Ford, my response to that would he, obviously, 
we support that section of section 1 which requires the Postal Service 
at any time the membeis of this committee—or any committee of the 
Congress—desires their appearance. 

It would require them to appear and respond. We do not oppose 
the enactment of section 1. We onlv stated that we have a fear that as 
the subsidy to the Postal Service increases 20 percent imder this bill 
and subsequent legislation over the years may raise that figure higher 
and higher, and—the greater the amount necessary to be appropriated 
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by the Congi-ess, the greater the desire of many Members of the Con- 
gress to control the complete operation of the Postal Service. 

That puts iis back in the position which we were in prior to the 
passage of the Postal Eeform Act. 

Now, I realize that section 1 provides that the recommendation 
basically, in my language, the recommendation of the percent of the 
subsidy is to be. No. 1, considered by the House Post Office and Civil 
Service Committee; but the ultimate decision will ultimately be made 
by the Appropriations Committee. 

Over the years, prior to the passage of the Postal Reform Act. we 
had some very sad experiences with appropriations coming out of the 
subcommittee, on the subcommittee, for the Post Office Department. 

I can remember year after year the Post Office Department would 
request—of!' the record would request the postal unions to come up on 
the Hill to lobby to get their appropriation increased. After the appro- 
priation was passe.d, it would come up and lobby for a subsequent 
appropriation, a deficiency appropriation. Year after year. 

Of course, under the law, you are not supposed to do it. We spent a 
good bit of our legislative effort up on the Hill nrior to postal reform, 
not only convincing the Concrress that we ought to have a pay raise, 
but also convincing the Members of the Congress that the appropria- 
tions of the Postal Service ought to be increased or the deficiency 
apnropriation ought to be passed. 

T don't want to get back into that situation. I don't—I know our 
union doesn't want to get back into that situation. We have no objec- 
tion to Congress making a subsidy to the Postal Service, 100 percent 
if tliey wish. As a union, we have no objection to that. 

We just don't want the appropriations—to have to negotiate our 
wage and fringe benefits with the Appropriations Committee of the 
Congress. 

If the legislation guarantees that whatever the bill—whatever the 
labor bill is negotiated between the employer and the unions will be 
financed by the Congress, that's OK with us. 

I don't think the Congress is about to agree to such a proposal. 
jVIr. FORD. Thank you. 
'Sir. HANI>KY. Thank you, Mr. Ford. 
Sir. Derwinski ? 
Mr. DERWTXSKT. Mr. Filbey, as vou know, I consider you and ifr. 

Nilan and Mr. Bowley three of the finest, most effective legislative 
spokesmen on the Washington sc^ne. As a matter of fact, I consider 
you one of the great statesmen of Washington; so much so that if I am 
e\er President of the United States, I would seriously consider you 
as my Secretary of State. 

Mr. HANLKY. Will the gentleman yield at this point? 
Ts that a foreboding for the future ? Are you about to announce for 

1976? 
Mr. DERWIXSKI. Perhaps to give Moe some competition. 
I know yon did not mention a provision of the billthat I thought 

would automaticallv earn a favorable comment. That is the provision 
which would provide for the right to transfer for any employee in 
the Postal Ser^'ice to any other position in the executive branch after 
1 ypar of service. 

You didn't comment on that in your statement. 
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]\ray I ask if yoii do liave an opinion on that subject ? 
MrrFiLBEY. Yes, we do favor the right of postal employees to trans- 

fer into other agencies of the Federal Government; they should have 
the same right any otlier employee of the Federal Government has. 

Mr. DERWINSKI. XOW I know very predictably, very logically you 
would oppose liberalization of the private carrier statute. Now, at 
the same time you also politely ask for the possibility of the committee 
making it legal for the right of postal employees to strike. 

Now it seemed to me that if you are very serious about trying to 
obtain the right to strike that it would be inconsistent to try to freeze 
out possible competing private carriers since I am sure you won't want 
to strike and have the public strangled without being able to turn to 
alternative sources of delivei-y of some of the mail. 

Do you care to comment on that ? 
Mr. FiLBEv. Yes. I will comment. 
I am sure at the conclusions of my comments you will withdraw 

your nomination of me as Secretary of State. 
I do not see any difference between the employees of the Postal 

Service and employees in any other sector. If the coal employees go 
on strike, there is no alternative method of making coal. 

If auto workers go on strike, there is no alternative manufacturer of 
automobiles. 

If the steel workers strike, there is no alternative to making steel. 
Why should postal employees be any different? Postal employees 

should have the right to strike. Obviously the purpose of striking is to 
tie up a certain part of .the economy so that the employer would have 
a more friendly attitude, shall we say, at the bargaining table. That's 
the purpose of the strike. 

Let me say to you, too, Mr. Derwinski, the fact we don't have the 
right to strike has not prevented postal employees from striking in 
the past. It will not prevent them from striking in the future. 

Mr. DEEWIXSKI. YOU do consider your employees much more akitt 
to those in the private sector than other Federal employees ? 

Mr. FiLBET. Yes, absolutely. 
Mr. DERWINSKI. Thank you. 
Mr. FiLBEY. Congress must have, too, since it passed the Postal 

Reform Act which made it possible of the invasion from executives 
in the private sector into the Post Office Department rather than carrier 
people. 

Mr. DERWINSKI. YOU are also very pleased with your negotiations 
with the new Postal Service ? 

Mr. FiLBEY. I a,m very pleased with the negotiations we have had 
with the present management of the U.S. Postal Service; I am not 
necessarily pleased with everything, but at least our negotiations have 
been fruitful. 

Mr. DERWINSKI. This is also a tribute to your negotiating skill, sir. 
Mr. FiLBEY. I would say it's a tribute to the fairness of tlie jieople 

on the other side of the table. And I accept your nomination as Secre- 
tary of State. In fact, I was waiting for what was coming after that. 

Mr. HANLEY. Thank you, Mr. Derwinski. 
Mr. Traxler? 
Mr. TKAXLER. Thank you, Mr. Chairman. 
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The. economics of tlie present-day postal operation, I think, are of 
interest to all of us. My recollection is that the cunent budget of the 
Postal Service is in the area of some $12 billion annually, and that 
it's anticipated that in the 1974 fiscal year, their deficit will be in the 
area of some $450 million. 

Additionally, that in UJT."). the deficit in the fiscal year 1975 will 
pi-ohably be $900 million. The Postmaster General has said publicly 
thfit he will seek a minimum of 3 cents first class increase per letter. 

Do you think that in and of itself will allow tlie Post Office Depart- 
ment to run on a balanced budj^et in view of the fact that your con- 
tracts ai'c comiiii;' out in the next year? In other words, is 3 cents in 
your opinion, jzoinfr to be enoujrh not only to erase the deficit but to 
meet wliat you would presume to l)e Icsritimate contract demands? 

Mr. FiT.BKv. ilr. Ti-axler. T have no idea what the total cost of the 
demands which we will make and those which will be agreed to at 
the bai-gaining table. Whether the $900 million prospective deficit for 
the fiscal year—and the .'] cent proposed increase—this is the firet I 
have heard that the Postma.ster General himself has said it would be 
3 cents. T know he said he will ask for a rate increase; whether it will 
finance it—the results of oui- bargaining, I don't know. 

To be honest with you. T don't know. In the firet place. I don't Imow 
what the Postal ScTwice is ultimately going to agree to with us. I know 
the demands we will make, or i-equest—we will request of the Postal 
Service, will require a great deal more tlian 3 cents to finance them. 

What we get may not require 3 cents. 
^fr. TRAXLER. I think you can appreciate the problems that the com- 

mittee has. 
Mr. FiLBET. Absolutely. 
]\Ir. TRAXLER. We are ]irivileged to have conversations—for instance, 

mvself. representing a ci'oss section of America, in my Congressional 
district, a rural, urban, and suburban district, an area in which I have 
many postal workers, small town postmasters, medium-sized town 
postmasters, talking with these people, with the general public, their 
concern really goes to the efficiency and the working of the system, the 
need to have the system perfonn "the service" in an efficient manner so 
that that mail is delivered in a fashion that the public has become 
accustomed to. 

Both your union members, the public, and small town postmasters 
have been very. \'ery concerned about the deterioration in the service 
as a result of "efficiency." as a residt of fewer man-hours, of the cut- 
backs in the number of ]>ersonnel who are on the line delivering the 
product in some form, fashion, shape, or manner. 

I^et me ask you this question: Do you think that the "efficiency" 
that's been introduced into the system for economy purposes has led 
to increased efficiency in delivering the mail ? Do we now have a situa- 
tion developiHg in which we can call this a corporation now, which 
it is? 

Let's for a moment call it that, because some of the people in the 
department like to think of themselves as a private business. 

Can the Post Office indeed be operated as a private business or in- 
deed—and I think this is the question we have to answer here—is it 
going to require a public subsidy from the Federal Treasury in order 
to fulfill the role that the public and the Congress has seen in its tra- 
ditional place, and that is as a vehicle to deliver a service, the mail? 
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Mr. FiXBET. Well, it's difficult to respond other than to say that we 
as a union are not satisfied that tlic I'ostal Service is operating as 
efficiently as it should. "We do not feel that it is rendering the same 
service which formerly was performed by the Post Office Department 
1.5 years ago; but it's my belief that the Postal Service itself is render- 
ing equal service to that which was rendered in the latter daj'S of the 
Post Office Department, prior to the adoption of the Postal Reor- 
ganization Act. 

Again, I refer back to the Appropriations Committee. 
The Appropriations Committee over a number of years, prior to 

postal reform, insisted upon mechanization in the Postal Service which 
sounded good. 

But increase meclianization in tlie Postal .Service is one of the things 
which delays the doliverv of mail. "When you install expensive niachin- 
eiy in a centralized mail operation, in order to make the machinoiy 
pav for it.self you have to reach out further and further geographi- 
cally to get the volume of mail to keep the machine running. The 
further out you reacli. then that mail has to go back, a good portion of 
it. fi'om whei'e it came. 

It's almost impossible in some circumstances to get it back the next 
day: to have a local delivery, if you please, in small towns the next 
dav after mailing as formerly existed. 

So that it's a pi-oblem. It's a c/intinuing problem whetlier mech- 
anization is going to give the same kind of service which formerly 
existe<l—I am talking about now in the early lOfiO's in the old Post 
Office Department. 

Tlie only way tlie Post Office De))artnient is ever going to be able 
to give the same service it gave before is to go back to the manual 
operations wliich would mean ultimately evei-ybody in the country 
would be working for the Postal Ser\-ice as the volume of mail con- 
tinues to increase. 

"With mechanization, and making full utilization of the machinery 
that the Postal Service has—not only the Postal Service, but the 
former Post Office Department introduced into the svstem, is bound 
to delay. You process the mail faster, to a certain point, but it won't 
get it back in delivery as quickly as it was formerly delivered. 

Now that may seem like a roimdabout way of answering vour ques- 
tion. I doubt if the Postal Service can ever break even. Financially, 
I doubt if the Postal Service can ever break even. 

Nevertheless, the Congress, in its infinite v.-isdom, when it pas.sed 
the Postal Reform Act, suggested this would be possibly by the year 
1980, if I remember conectly, with the exception of a public service 
subsidy of $500 million, I believe it was originally. 

"Will it ever break even ? I don't know. "Will the public get the service 
it wants? I think the average citizen is getting the service the average 
citizen wants. Business firms will never be satisfied miless we go back 
to five deliveries a day, things that thev had back in the early 1940's 
and 19r)0"s. 

I'm in favor if it. If they want five deliveries, give them five deliver- 
ies. The more deliveries they have, the more people work for the 
Postal Service, the moi'e we unions have an opportunity of organizing. 

IMr. TR,VXLER. Thank you, Mr. Chairman. 
ilr. FiLBKY. Let thei'e be no mistake. ^Ir. Chairman, in the commit- 

tee's mind. My position, the position of the American Postal Workers 
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T'nioii is if you wish to have—jrivc the Postal Service money to op- 
erate, we would be very happy to help the Postal Sendee spend it 
in wages and fringe benefits for the employees we represent. 

Mr. FORD. Mr. Chairman, I would like to make one observation. 
I am not disagreeing with the figures that the gentleman from ^lichi- 
gan used in describing the magnitude of the deficit, but if you use 
the definition that the Kappel Commission was using and the other 
people wlio scai-ed the devil out of the American public and the Con- 
gress and precipitated this dramatic action, the deficit we are talk- 
ing about is close to $2 billion a year. 

At a time when the President of the United States is erroneously 
trying to lead people in this country' to believe that cutting $.5 bil- 
lion from the budget would solve all our problems of inflation, that 
$2 billion would be very significant recovery of the deficit, if in fact 
it was at all possible to do what all those hot shot experts on the 
Kanjjel Commission said would happen. 

The Congress just adopted the idea as a wonderful dream that the 
Postal Service could be self-sustaining. They were sold a bill of 
.<i:oods by allegedly competent businessmen who didn't know what the 
hell they were talking about, that a service that should be in the 
same status of dignity as a service necessary to the American public 
as our military or anything else that people looked to their govern- 
ment for could be put on a pay-its-own-way, on that basis, and still 
provide that service. 

So we neither have the service, when you look at the number of 
things that have been curtailed, nor do we have the economy that 
was predicted. And I think the Congress is becoming more and more 
conscious that some change is going to have to take place. I don't 
object to the $2 billion deficit. I think we ought to be honest with 
the American public and t«ll them they are paying, as they did before, 
to maintain the Postal Service, and that the fiction of the idea t;hat 
this is a business that is going to carry itself is just that, a fiction. 

Mr. FrLBEY. I am sure yoii remember for a long jieriod of time the 
organization I represented, the United Federation of Postal Clerks. 
op]:)osed Mr. Kappel's recommendations. It was only when the bill 
was—provided a different system of labor relations that the organiza- 
tion that I then represented, the United Federation of Postal Clerks, 
approved the Postal Reorganization Act. 

It was through your efforts and the other fine members of the 
committee, the labor relations section of that bill is a good section. 
We would like to see it continue without any interference from the 
Appropriations Committee. 

Mr. HANLET. Well, President Filbey, Mr. Nilan, Mr. Bowlev, on 
behalf of the faW committee, our deep appreciation for your input 
here this morning. Certainly you have assisted the deliberations of 
tliis committee. 

Thanks for being with us. 
Mr. Fii^ET. Thank you. ISfr. Chairman, 
IVIr. HAXLKT. Our next witness is Mr. James Rademacher, president 

of the National Association of Letter Carriers. 
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STATEMENT OF JAMES H. RADEMACHER, PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS, ACCOMPANIED BY J. JO- 

'     SEPH VACCA, EXECUTIVE VICE PRESIDENT, AND AUSTIN B. 
CARLSON, VICE PRESIDENT 

!Mr. HAXLET. It is a pleasure to have you with us this moniin<?. I am 
confident your testimony will be substantive and helpful to this com- 
mittee. For the purpose of the record, if you would introduce your 
associates. 

]Mr. KADKMACIIER. Thank you, Mr. Chairman. I am happy to do that. 
We have the newly elected officers of our imion accompanyinrj me this 
morning. On my left is our executive vice president, J. Joseph Vacca, 
who will be in charge of legislation, among othei- things. 

On my right, our former secretary-treasui-er, now our vice presi- 
dent, Austin B. Carlson, who will also be assisting in legislative 
affairs. 

We are building our legislative department up again. It is evident 
that we have to come to Congress on a number of mattei-s important 
to their welfare. 

^Ir. HAXLEY. I take this opportunity to congratulate your associates 
on their new positions. We look forward to a nice association with you. 

Mr. EADEMACIIER. Although the chairman has undoubtedly spon- 
sored H.R. 15511 and is seeking amendments to the Postal Reorganiza- 
tion Act based upon his broad experience with the subject matter, our 
union finds it more appropriate to limit our testimony to those amend- 
ments which directly afl'ect our membership. 

For example, we truly believe that a subsidy is very necessary for 
continuation of postal services. We want no excuses for any further 
deteriorations of service which, in the past have seen the removal of 
thousands of collection boxes, reduction of business deliveries, and im- 
plementation of new methods which are not proving economical or 
l>racticable. Historically, the word "subsidy" has been misunderstood 
and has been classified as would a four-letter word. We strongly believe 
that there should be an annual authorization specifically labeled "Pub- 
lic Service Subsidy" which should be exactly that—a subsidy for 
service. We would urge that such subsidy be earmarked for service. 

Our great Nation is entitled to a communications network provided 
by its Government. The citizens should not be required to pay for the 
system but should be asked to pay for the services rendered. A postal 
customer should be required to pay the cost of transmittal of a com- 
munication from one point to another and those conducting business 
through the mails should be required to pay the cost of conducting that 
business in that manner. However, the modis operendi—the method and 
manner in which mail is processed including buildings and vehicles- 
should not be the financial burden of the postal customer but of a 
Government which provides a communications network. 

I might say we have never had the Postal Service on a priority list. 
The Government is willing to provide billions of dollars for the De- 
partment of Defense. Nobody asked a sailor, a marine, a soldier to go 
out and raise enough money to pay for the Department of Defense; a 
communications network that employs hundreds of thousands of peo- 
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pie is urged to go out and get sufficient revenue to pay for its existence. 
I think we are inconsistent. 

Our union has argued historically the merits of subsidy and we feel 
stronger today on the subject than ever before because we have visual 
evidence of the loss of mail volume which has been continuing because 
of no guarantees of service standards and higher postal rates. Later 
on in this testimony we will express our views on the subject of mail 
volume losses and the thriving independent firms which are ex^oanding 
today because of the conditions stated earlier. 

The legislation currently vmder study by this subcommittee contains 
several amendments concerning the Postal Rate Commission and rates 
as well as classifications. We would suggest an amendment to all such 
amendments, our recommendation being tlic elimination of the Postal 
Rate Commission and the return of postal ratemaking to the Congress. 
It is imIterative that those who establish subsidies also have the respon- 
sibility of determining rates. We make this statement free of any prej- 
udice or personal opinions concerning the present Rate Commission as 
constructed for wo believe that group lias had a tremendous responsi- 
bility and has fulfilled its duty to the utmost extent. 

However, just as within the Board of Governors, there is that feeling 
among businessmen serving on the Rate Commission that service is 
secondary to complying with the "break-even"' statute. One could 
hardly expect these businessmen to have the same political sensitivity 
wliich prevails in the Congress of the United States. Therefore, we 
strongly urge enactment of an amendment which would reestal)lish the 
ratemaking power with the Congress. That power could be granted to a 
subcommittee of the House Post Office and Civil Service Committee or 
it could be a subcommittee of other a))iiropriate committees of the 
House of Representatives. Hearings could be conducted by select staff 
representatives with Congress being the final determination as to future 
rate increases. It is our firm belief that no further rate increases of any 
classes of mail should take place until sucli time as Congress has deter- 
mined amendments necessary to the Postal Reorganization Act to cor- 
rect these malfunctions which have occurred as a result of serious at- 
tempts to convert the Post Office Department to the TLS. Postal Service. 

Aside from the above recommendation on the subject of ratemaking. 
our union remains silent and neutral for we bel ieve that our membere 
are entitled to a reasonable wage and reasonable fringe benefits irre- 
spective of the ability of the employer to pay. 

For the record, our union has historically urged that the Postal 
Service has the right to represent itself in comt without prior consent 
of the Attorney General. We have had some sad experiences in the past 
where an urgent demand that an independent delivery firm cease and 
desist from delivering Christmas cards was forwarded to the Justice 
Deoartment only to be ignored. 

We find ourselves in disagi'eement with the position taken by the 
Board of Governors concerning relaxing the private express statutes. 
We feel we also must urge sti-onger language in H.R. 15511 to protect 
the monopoly of the Postal Service and to prohibit the continuation 
of encroachment by private delivery firms. Where H.R. 15511 and the 
Board of Governors are admitting that the USPS cannot meet the 
demands of such financial institutions as banks, clearinghouses, as well 
as some computer firms, our union feels that an effort should be made 
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to provide the services needed by these fimis. It would be possible and 
a very simple assig^inieiit for a letter carrier to appear at any financial 
institution, at any hour of tlie day and perform the same services that 
the Board of Govenioi's is willinj; to turn over to employees of the 
firm. It will only be when high costs charged to embezzlement, theft, 
and losses are noted tliat the institutions involved as well as the Board 
of Governors will realize they have made a serious mistake. Highly 
skilled, career letter carriers can perform any delivery task and their 
work should not be turned over to others because of the feeling of some 
that the Postal Service cannot compete. In suggesting amendments to 
the Postal Reorganization Act on this subject, every precaution 
sliould be taken to make certain that the purpose of such amendment, 
although well intended, will not be the cause of eventual disasters. Any 
opening of the door in the area of monopoly would be the opening 
gun in the attempts of private delivery firms to invade the privacy 
of the postal monopoly. We are convinced postal monopoly laws need 
tightening and certainly not relaxing. 

One of the complaints we have today is that the private firms are 
attaching plastic bags on doorknobs. Where city ordinances are now 
banning the placement of such bags, we find the independent delivery 
firms now circumventing that problem by attaching hooks on subur- 
ban area mail receptacles to place their plastic bags thereon. 

The Postal Ser\dce General Counsel—the union's general coun.sel 
has been advised that there is nothing irregular or illegal about that. 
We feel there certainly is. It's an encroachment. 

Earlier, we referred to encroachment by private delivery firms which 
today are thriving and expanding because of the failure of the Postal 
Service to guarantee deliverj' and because of liigher postage rates. 
Certainly, none of us can oppose free enterprise and the right of the 
merchant to conduct his business should not be offended. However, for 
merchants to actually advertise their services as being "mail sendee" 
and conducted by "postmasters" should be outlawed by legislation. 
Any amendments to the Postal Reorganization Act should contain a 
clear-cut prohibition against any private reference to an establisliment 
being a "mail service" or being managed by a "postmaster," or in any 
other way inferring tluit firm is conducting a postal service. 

We are in receipt of an advertisement from Midlothian. 111., where 
a new service is being advertised as the "Fee-lMail Postal Service," the 
emblem bearing an eagle. In addition to this distinct similarity, the 
reader is led to believe that a J. C. Schude is the "Postmaster Gen- 
eral" of that particular "Postal Service." The public is being duped 
into believing that many firms throughout the coimtry are actually 
branch offices of the Postal Ser\-ice. Some firms have faced indict- 
ments because of the their having portrayed a Government agency as 
they solicited employees to "deliver the mail." 

It is imderstandable that a merchant whose costs have soared be- 
cause of higher postage, would be considering transferring that busi- 
ness wherever he could enjoy lesser costs. We were not surprised— 
although disappointed—when we learned that the Warshawsky Co. in 
Illinois determined to take their $6 million of annual postal business 
elsewhere. All that firm was asking is what our union has been asking 
for the past 10 years. With the huge fleet of postal trucks available, 
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the Postal Service could certainly provide a pickup program for such 
mailei-s. Again, the United Parcel Service will increase its profits and 
its volume thanks to a stubborn postal establishment which lacks the 
imagination and enthusiasm for such experiment. Although there is 
presently underway a limited experiment in this area^—-if adopted, it 
will be too late to recapture lost volume. It is shocking to know that 
10 years ago the Postal Service handled more than 70 percent of the 
Nation's parcel post volume and that today 30 percent is being proc- 
essed. Two years ago, United Parcel Service for the first time sur- 
passed USPS in the total volume liandled during any one year. It is 
estimated that by 1980 all that ^^^ll remain of postal parcel post busi- 
ness will be about 10 percent which will be in those areas where the 
private deli^Tpry firms will not go. 

There are those who feel that if private entei-prise would perfonn 
identical serv-ices to the entii-e Nation, as does the Postal Servdce. the 
competition would provide a better ser\'ic*. and the Postal Service 
would no longer handle such matter as parcels. The factual situation 
is that if a private competitor did agree to deliver parcels on all the 
highways, byways, rural routes, and other isolated places, we would 
have the same situation that existed prior to 1920 at which time the 
Congress authorized parcel post delivery by the Post Office Depart- 
ment. Because of no Government competititon in the market, express 
firms were charging exorbitant rates since there was no other way of 
securing delivery of parcels. 

That same situation could well develop within the present Postal 
Service if the postal monopoly is teiminated. As this subcommittee 
knows, another congressional group has recommended the elimination 
of the monopoly on first-class mail to allow those involved in small 
business operation to compete for that business. On the surface, and in 
an atmosphei-e of support, for free enterprise, there will be some en- 
thusiasm for that proposal. The factual situation again remains that 
small business or large business cannot possibly do the job that USPS 
is required to do in serving all of America. If the Postal Ser^'ice were 
to lose revenue from first-class mail which is being diverted to private 
delivei-y firms, it would still be required to serve those areas where 
such firms would find it not profitable to make deliveries. The result 
would be that those who would be forced to use the Postal Service in 
order to have theii- mail delivered to those areas where pi'ivate busi- 
ness will not trespass, will be required to pay exorbitant postage rates. 
Our arguments against terminating the monopoly enjoyed by the 
Postal Service will be directed to the Congress at the apropriate time 
and we will have more extensive testimony covering this subject. As 
a final point on the issue, however, our union does agree tliat a mo- 
nopolv must be earned and thfe current ser\dce conditions within the 
Postal Establishment do not warrant the luxury of such monopoly. 

Before concluding, Mr. Chairman, we believe it to be necessaiy and 
important that we permit this committee to know of our views con- 
cerning current conditions of employment and postal sem'ice. At the 
outset, it is not our intent to grieve to the Congress about matters which 
T'isrhtfnlly belong at a bargaining table. Because of our continuing 
p^T-onar l)elief that the i-epresentatives of the American people—the 
Cone-ress—sliould oversee the Postal Service, we call these matters 
to your attention. 
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The present policy of the Postal Service is working to a maximum 
extent and certain service standards are being met. AVe do not agree 
with the policy and find serious faidt with the standards. We feel that 
the essence of good postal service is a combination of collection and 
delivery. The collection of mail today is an absolute farce. In the cur- 
rent "do it youi-self" atmosphere, letters must be deposited at certain 
boxes in order to be collected within reasonable time. About 90 percent 
of the collection boxes in the Nation are not tapped from the time the 
carrier makes his deliveries on Friday until he makes his deliveries 
ou Monday. Therefore, a letter placed into a residential collection box 
on Friday afternoon will remain there until Monday. After it has been 
collected ou Monday, it could be delivered within the next 48 hours, 
adhering to the current delivei-y standard. However, it remains true 
that the letter was deposited on Friday and not delivered until at least 
"Wednesday. Fifty yi'AUs ago, that same letter would have been col- 
lected on Friday night froni collection boxes wliere even Sunday col- 
lection service took place. We must agree that the present collection 
and delivery s^'stem is working but we reiterate our position that the 
.system is not one which i)roduces thcl)est service. 

Eeports from our locals throughout tlie counti-y indicate frequent 
curtailment of first-class mail. We take for granted that management 
will delay other cla-sses of mail but certainlj-, first-class mail sliould 
n«t suffer delay. I have persoiuil and firsthand knowledge of delayed 
third-class mail which was evidenced by the delivery of this adver- 
tisement of the local Hecht (^o. According to the .advertising depart- 
ment at the Hecht Co., the brochure was mailed October 15, 1974. It 
announced a special private sale October 30-31.1 received the circular 
on November 2, 48 hours after the sale had ended. I imagine tliis firm 
paid thousands of dollars for the printing of such an elaborate bro- 
chure. I coidd detemiine no reasonable excuse for this type of service. 
Relative to curtailed and delayed mail, I feel it is of interest to note 
that the letter carrier each day delivers all mail which management 
permits him to deliver. It is humanly impossible to adjrist routes to 
certain mail volume when we do not know from day to day what has 
been placed into the mails. Because of this situation, overtime or aux- 
iliary assistance can be authorized if the volume necessitates a woi'k- 
load beyond 8 hours daily. In far too many instances, the overtime 
and auxiliary assist is not authorized and mail is curtailed. It is no 
wonder that many mailers arc contracting with tlie independent de- 
livery firms. 

In my personal opinion, much of the fnistration and inefficiency 
within the Postal Service is due to pettiness among postal people. 
Pettiness can stem from lack of training of management personnel, 
sadistic attitudes, envy of benefits won by bargaining unit workers, 
and a desire on the part of some to harass agitators into resignation 
or retirement. We find many examples of management inadequacies 
as the pettiness increases. For example, supervisors are ordered to 
snend at least 2 hours daily in observing letter carriers on the street. 
To our many career letter carriers, this is nothing more than liarass- 
ment techniques. Our members resent being spied upon by highly paid 
officials who have nothing more to do than to drive up and down car- 
rier routes to make certain that the carrier is giving maximum effort. 
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At a time when tlic President of the United States and the Congress 
are doing all within their power to control inflation, and doing all they 
can do concerning the energy crisis, we have the Postal Service agency 
of the Government, which has ordered its management to s^iend 2 
hours a day—^they must, in fact, we have directives that say, drop any- 
thing else, in order that yon can meet this requirement, 2 hours a day 
driving up and down letter carrier routes, at a time when we are all 
supposed to be conserving energy, and at a time when our President 
and everyone else is concerned about productivity. There is no pro- 
ductivity by supervisors, who are merely driving up and down letter 
carrier routes spying on their performance. 

An example is a situation which occurred at Wobum, Mass., in 
October. The president of our local in that city was performing his 
duties when suddenly two vehicles pulled up to the curb and four 
highly paid supervisors emerged from the vehicles demanding to know 
why the carrier was a block behind where his schedule would have 
placed him. This information was available before the letter carrier 
left the post office since efficient supervision could have detected the 
amount of mail to be delivered on that particular day. In these days of 
fuel problem and attempts to economize in Government, it is just 
ridiculous to be spending money for gasoline and nonproductive 
supervision to spy upon letter carriers whose routes have already been 
adiusted to as close to eight hours as possible. 

We continue to get complaints concerning the new markup program 
whereby mail undeliverable as addressed is being forwarded with 
labels prepared by a cx)mputer and affixed by employees of another 
craft. Historically, the retentive memory of the letter carrier has been 
an asset as an average 11 million pieces of mail are forwarded to new 
addresses daily by the letter carrier. The transfer of this job function 
to a computer and to another craft has proven to be extremely costly 
from a manpower standpoint and, more importantly, from the service 
concept. More manpower is currently being used to perform this func- 
tion and in many post offices, mail awaiting labels for forwarding is 
delayed as long as two weeks. I can predict now that Christmas cards 
which are not properly addressed will be delivered pretty close to 
Valentine's Day. 

On the subject of overall management, I feel that certain criticisms 
that have been voiced recently by the press against top management 
are not the least bit helpful to the service or to the morale of the 
oiuployeos. T would not disagree with the right of the press or the Con- 
gress to criticize management of a Government agency and whether or 
not the ci'iticisms are justifipd is not for mc to judge. As far as Mr. 
Klasscn is concerned. I feel he is not running the Postal Service but 
is doinc his very lK>st to administer its policies. He has been misled, 
misinformed and mistaken in his beliefs concerning the Postal Service 
and. only recently, he saw fit to issue two documents to lower level 
nianagement admonishing those who had been padding mail voliune 
counts and had not been acting in accordance with his policy. 

Because of the constant changes which are occui'ring in the mad 
attempt to attain in 107-t coals that are not expected until 1084. our 
membership has never suffered such a deterioration of morale. Num- 
erous new policies have been implemented causing frequent route 
changes and total turmoil in many post offices. The situation has grown 
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so baxl that delegates attending our recent national convention over- 
whelming approxed job action in the event the new robotizing of car- 
rier assignments is implemeiited nationwide. The strike-call action was 
prompted by announcement by management that at Kokonto, Ind., 
the new procedures would be tested. In the testing, management elimi- 
nated 3 of the existing 25 carrier routes. In order to head off a veiy 
disastrous job action and to preserve service, the union met with top- 
level management at a meeting agreed to by the Postmaster Genei-al 
in the hopes of reaching some agreement. The agreement calls for 
a 90-day test at Kokomo, Ind., followed by top-level evaluation and 
discussion before any further implementation takes place. At this 
point, the situation is critical since our meniberehip will not accept 
any system which ignores the human equation and management is 
hellbent on pressing for increased production at any cost. 

I can tell you, though, there is an excellent chance there will be 
job action by the National Association of Letter Carriere next INIarch, 
unless there is further and greater considei-ation for the human element 
in the adjustment of letter carrier routes. 

Further in regard to management pi-actices and policies, it is my 
personal telicf that the only way that economies can be affected in the 
Postal Establishment is by reducing service and/or the number of 
employees. Since none of us desire service to be reduced any further 
and because there is no way that the number of letter carrier jobs can 
be reduced if the current mail volume is to be handled, if the economy 
axe is to fall, it should be in the ai"ea of nonproductive management. 
Certainly, if there have been thousands of letter carrier assignments 
eliminated by the new markup policj^ there should be a proportionate 
decrease in the number of supervisory positions. In addition, and what 
makes even greater sense, is consideration of the termination of the 
employment of either district managers or postmasters. There are 
almost 100 district managers who now practically run the Nation's 
32,000 post offices. With this middle level control of all jiost offices, 
theie is no need of 32,000 rubber stamps. 

On the other hand, historically, post offices have been able to operate 
without any middle authority and for that reason, along with economic 
considerations, these middle men could very well be terminated. 

_ At least, it should not be necessary to have a middle man exercising 
his authority over postmasters of the Nation's very large offices. 

It must be remembered that management does not deliver the mail. 
We feel that productive jobs should be increased and nonproductive 
jobs eliminated. If tliis were to occur, there would be a better Postal 
Service at a lesser cost of operation. 

On behalf of our 230,000 members, Mr. Chairman, and members of 
the committee, we appreciate this opportunity, because it gives us a 
chance to express ourselves as experienced veterans of the Postal Serv- 
ice, not as those who may be short-term appointees. 

We very much appreciate you permitting us this testimony here 
today. 

Mr. HANLET. President Eademacher, I commend you on your ex- 
cellent, and what I describe as objective, testimony. You have made a 
number of excellent points. I was especially interested in your evalua- 
tions of the "subsidy" provision in H.K. 15511. It has always been a 
source of annoyance to me that funding related to the U.S. Postal 
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Service has always been desci'ibed as subsidy, unlike that of any other 
agency; so the Postal Service endures tlie stigma of subsidy, as opposed 
to all other Government agencies, who enjoy the status of appropria- 
tion. I don't know of another one wliere ifunding is described as a 
subsidy. 

To take the Department of Agriculture as an example, the appro- 
priation or subsidy to tliat Department has consistently been five times 
that dollar figure ever pix>vided the U.S. Postal Service or its predeces- 
sor agency, f i-om the U.S. Treasury. 

For some unknown reason, this is looked upon as a subsidy or a 
naughty thing. 

Yet on the other hand, here is a service that touches every household 
in America, every business and industry in America. If these entities 
are not deserving of some assistance with regard to the overhead of 
that gigantic industry, I don't know of any other agency in Govern- 
ment til at then could be worthy. 

I was again impressed with your statement related to the private 
express statute; and in particular, when you said that it's a monopoly 
that must lie earned. That monopoly traditionally isn't earned, be- 
cause of a fundamental: ajid that is the reasonable rates assigned to 
the various classes of mail. Its the intent of this committee to fight off 
any overture that might have the effect of repealing the private ex- 
press statute. In order to do this, we must assure all mailers that that 
rate -will be reasonable, because once it gets beyond the reasonable 
description, then it Ijecomes questionable as to whether or not the 
TTSPS could deny any private entity of a way of doing it by 
themselves. 

The Constitution provides that we don't employ this type of dis- 
crimination on private enterprise. So what I am saving is that it is 
essential that we preserve the description "reasonable" as it applies 
to all classes of mail. 

So as you have said, tlie USPS then will have earned this monop- 
oly, this monopoly which in turn is absolutelv essential, if the tra- 
ditional br.and of sei-vico provided by the USPS is going to prevail. 

May T ask—are there any provisions in H.R. 15511 which, in your 
judgment, would weaken the private express statute so that the U.S. 
Postal Sei-vice monopoly over first-class mail might be threatened? 

Mr. RAUEMACTTER. We think. Mr. Cliairman: that you have covered 
the matter well, because of your research and because of the recent 
attempts by the Board of GoA'emors to relax the statutes, it appears 
that you have made every effort to see that they remain sound. "We 
find no quarrel. We Averc concerned with your earlier witness, how- 
ever, who will be an excellent Avitness for our imion, when Ave talk 
about monopoly. We Avei-e concerned about his objection to your bill, 
Avhich Ave support practically totally. 

We can imderstand IIOAV there are those who have not yet been 
stopped from A'iolating the law, Avho Avould take exception to your 
legislation. In answer to your question, I cannot find any serious dif- 
ferences in your concept and ours. I did not refer to some of the other 
amendments which we are not concerned about, the Rate Commis- 
sion, other than we prefer that it go from the Board of Governors, too. 
We feel the two handicaps in the Postal Service are the Postal Rate 
Commission and the Board of Governors, nothing pei-sonal intended. 

Mr. HANLET. Mr. Johnson ? 
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Mr. JOHNSON. Mr. Rademaclicr, I think your statement has been 
very well prepared, and it's an eye opener in many aspects. I think 
the committee is indebted to you for your contribution. There is one 
place where I don't a^ee with you, and that is having the Rate 
Commission functions transferred back to Confrress. You attended 
most of the rate hearings in the past, when Arnold Olsen and myself 
were the two chairmen of tlie Rate Subcommittee, and we spent 1 wliole 
year, as you recall, in hearing everylwdy. 

Now one thing about Mr. Olsen, he lieard everybody, and we took 
time to listen to everybody. It was a tedious, tedious job. Finally, we 
came up with rates which would, as you might surmise, be conunen- 
surate with what the contemj)lated raise in wage^ was. 

We really wasted the whole year. 
I would hate to see that fimction come back to Congress. We have 

created a legal monstrosity noAV in the functions of the Rate Commis- 
sion, because we provided for judicial review, and that brings in the 
judicial code, providing for interrogatories. I understand there's been 
literally hundreds and hundreds of interrogatories filed on both sides, 
some well meaning, many of them for purposes of delay in getting a 
decision; if we keep the function in the Rate Commission, we must go 
into the function of the Rate Commission very, very thoroughly, and 
try to streamline it and speed up their operation. Let's say within the 
realm of due process of law, curtail a lot of unnecessary maneuvering 
that takes place. 

How do you figure that we, the Congress, could, take over the rate- 
making function again ? 

Mr. RADEMACHER. Our only feeling is—and we are not here solely 
for that purpose, we just want to express our view on the subject. Our 
only feeling is that those who establish subsidies should also establish 
rates. 

Mr. JOHNSON. That probably makes a lot of sense. As far as I am 
concerned, if we are going to take back the ratemaking function, we 
might as well take back the whole system. 

That's the way I would feel about it. I, too, noted your expression 
about the hundred supervisors, or managers we have all over the 
Nation. I have said right along that they have taken away from the 
Congressman the patronage power and the right to choose good peo- 
ple to work, and we just established the political power in somebody 
else. 

You have alluded to some of the things that are taking place in that 
new type of political setup which may or may not be good; but I 
think it's a wonderful thing, that one of your carriers can rise through 
the ranks, in the system and become the postmaster, where apparently 
he wasn't able to before. It does have some good qualities, isn't that 
right? 

Mr. RADEMACHER. He hasn't been able to yet. The reform is onlv 3 
years old. I don't expect to be around when that will happen. The 
actual statistics in our union are that one letter carrier out of every 
hundred ever finishes his career in a level higher than that in which 
he was hired. 

Mr. JOHNSON. Doesn't the new system contemplate that when a 
vacancy occurs in the post office, if that letter carrier is qualified to be 
the assistant postmaster, even the postmaster, that he has the first 
chance at it under this new system ? 
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Mr. RADEMAcnER. For some reason, nobody has been qualified yet. 
I don't know what it is. It hasn't worked out. I have great hopes. 

Mv. JOHNSON. My time lias expired. 
Mr. HAXLEY. Mr. Ford ? 
Mr. FORD. It is too bad Thad Dulski wasn't here to participate in 

that. I remember how pleased lie was when they promoted a man from 
Mr. Jolinson's district to Buffalo. X.Y.. to become the postmaster. Xo- 
bodv in ButTalo qualified for the job. [Laughter.] 

My own observation is that a letter carrier had a lot bet- 
ter chance under the old system of getting to be a postmaster than 
under the new system. 

I have to compliment the Postal Service on having one of the best 
PR operations in town. I am afraid, however, that the members of the 
Board of Directoi'S and the Postmaster General apparently read these 
press releast^s they put out and believe them. I asked the staff to go 
back and get one that stuck in my mind as a particularly exciting one 
when I received it. because it did, as one Senator suarfirested we should 
have done during the Vietnam war, just declare a victory and get the 
]ie1I out of there. 

It was in June of 1974; Postmaster General Klassen summarized 
the great success of tlie Postal Service during its fii-st B years. I quote 
him. He says: 

Since its inception 3 years ago. the Postal Sen-ice has improved the speed 
and relialillity of mail service, launched a massive plant modernization pro- 
gram, and significantly increased productivity while stabilizing its work force. 

The guy wlio wrote tliat, liad he been making an entry in the log 
after the Titanic disaster, probably would have noted that they 
stopped to get some clieap ice when they hit the iceberg. 

The same people wlio liave been telling us out in your hometown, 
and mine, Jim, that the economy wsis waffling a little bit while we 
had over 10 percent of the people in our State on the bread line. 
They have been writing this stuff telling the Congress and the people 
how well evei'ytliing is going. We have been talking about subsidies 
today. I note that eveiy time a spokesman for the Postal Service 
talks about how tough it is to break even, he talks about how much it 
is costing for labor costs. The implication is that it is tlie letter car- 
rier that the citizen meets and the clerk that the citizen meets in 
his local post office, that they are responsible for that; that there 
are exorbitant demands for wages and fringe benefits. 

In this same euphemistic, optimistic sheet that Klassen put out— 
or someone put out for him last June—lie noted among other great 
achievements there was a reduction of reported parcel losses by 41 
percent. He didn't mention, however, that during that same 3 years we 
reached the almost unbelievable situation where private companies 
were delivering more parcel post than he was; so he doesn't put next 
to this 41-percent reduction in reported losses the 100-percent loss in 
the volume of business that we were doing in that particular area. 

Tlien when I go back and find that he enumerates in page after 
page the great progress that's being made, burglary losses reduced 
by more than RO percent. Apparently, the Postal Service is perfectly 
willing to add personnel to take over the job of the FBI and the 
local police departments and everybody else and make no mention 
of that as being a part of the increased costs of operation. It is only 
the traditional postal workers who cost money. 
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The thousands of policemen that they put to work wouhl all bo 
unnecessai-y—they are never singled out as an additional cost that 
tlie post office is burying. 

Now, if we added those thousands to the FBI and then assigned 
them to the post office dei>artment. we would find a different place 
in the budget and nobody would call that a subsidy. No citizen would 
obiect to paying the cost of that kind of service. 

They boast about the reduction in the number of complaints for 
sexually oriented mail. They boast alx>ut how many fraudulent users 
of the mail they have. 

I recall when the Postal Service was taken over by a former CIA 
agent, the Inspection Service, that there were some of us who were 
concerned about what his orientation would be. It is very apparent 
that he has been successful in convincing the Board of Directors over 
there that the Postal Service should perform all of the services that 
other agencies of Government should be called upon to serve and no- 
where, either in this statement or anything said publiclv subsequently 
by the Postmaster General or any of his spokesmen, will you find any 
acknowledgement of the fact that the increased cost factors that are 
a part of this so-called subsidy we have been talking about are because 
of increased activities by the Postal Service in areas other than deliv- 
ering mail. 

I would like to see an analysis—and hopefully your organization 
could take a look at it and give us some advice—on how the nonmail 
delivery costs in the Postal Service—and I am not talking about the 
traditional services that were given to people at the local post offices. 
Those have all been curtailed. But the nonmail delivery costs of play- 
ing cop, playing censor, deciding for me what is sexually acceptable 
material and what is not, and all of the other things that they have 
so vigorously expanded by way of employees, facilities, and other ex- 
pensive activities, none of which delivers a single letter or parcel. 

I would like to see sometime an analysis that breaks out of this $2 
million they are losing the increased costs attributable to things that 
don't give people service so that at least we have some honesty and the 
Congress, when appropriating this money, will not come back to us, 
other members, and say, "You know, you guys on the Post Office Com- 
mittee have set up a situation where we are appropriating more and 
more money, because the employees are routing the Treasury." I think 
it is a bad rap for the employees, and I particularly resent it as a 
member of this committee, because I don't believe it is true. 

I don't think we should have to take the kind of criticism that this 
committee takes from other Members of (^ongress and from the public 
for, in their view, setting up the situation where the employe«s are 
running off with unconscionable pay raises and so on. 

This sheet incidentally also boasts about the fact that the Postal 
Service only asked for one rate increase during that .3 years; but it 
was a doozie; and at the time they asked for it, I remember the 
postmaster appeared before this committee. They made a mistake. 
They sent up his real statement and came back and tried to retrieve 
it. Some of us still have in our files a copy of what he would have 
said if somebody hadn't thought it o^^er in the PR department. He 
very clearly said the only reason they needed a rate increase is because 
of the extreme demands of the postal employees. He backed off on 
that. S<3mebody thought that that wasn't a wise thing to do; but very 
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successfully the Postal Sendee has planted in the minds of the Ameri- 
can people that it is the service they are receiving and the employees 
that they come in contact with in the Postal Service that are delivering 
that service that is costing more money; and in fact, it is all this 
Mickey Mouse sort of thing that the Postal Sendee has been engaging 
itself in that is costing a vei-y substantial part of that. 

Mr. Chairman, I close by taking the personal privilege of saying 
how happy both Mr. Traxler and 1 are to have a fellow Michigander 
that we are very proud of who has sometimes been referred to as a 
militant labor leader. But if you think Jim is militant, you ought to 
talk to some of liis local imion presidents back in my district. 

Thank you. 
Mr. HANLEY. Thank you, Mr. Ford. 
Mr. Traxler? 
Mr. IVAXLEH. Mr. Chairman, thank you. 
Mr. Rademacher, I agree with much of what you told us this morn- 

ing. I thought it was very candid, very factual, and most forthright. 
I want to ask you, however, to just develop for a few moments for 
my benefit and perhaps the other committee members this point that 
you made concerning the possibility of job action, wliich 1 honestly 
translate into meaning the possibility of a strike on the part of your 
membership after the nrst of the year. 

Wlaat are the problems, in brief, that would cause your membership 
to feel so strong that they would engage in a strike wliich, as I 
understand it, is illegal. Can you tell us what is it that can bring 
about this drastic action ? 

Mr. RADEMACHER. I will be happy to. Congressman Traxler. and 
I will try to be as brief as I ix)ssibly can. 

The present postal management, as I indicated, is trying to accom- 
plish 1984 goals in 1974. Our members historically have had their 
routes adjusted to as close to 8 hours as possible. This means that when 
their routes are adjusted by management, that has followed them up 
and down their routes, carriere have a tight 8-hour route. 

Now, those routes in the last 2 years have been changed in many ways 
so that our people are just plain frustrated. They don't know from day 
to day what routes or what streets they are going to carry. The old 
carriers don't know whether they are even going to have a route left. 
We have senior carriers all over this coimtry—and Congressman Wil- 
son has investigated this for us in California—whose routes were ter- 
minated. They are out now just being assistants to, taking a street off 
of this route, and a street off of another. All of these tilings happen. 
Changing over from the normal type of delivery to a preferential type 
of delivery as an experiment to deliver the first-class mail in the 
morning, leave early, and return in the afternoon, where they prepai-e 
mail for the next day. 

Telling a carrier he must go 4 miles down the street; 4 miles down 
the street instead of six streets over, four blocks on each street. 

Now, there's still 8 hours in the day, but it adds up to a boiling point. 
Then comes the elimination of the markup. The carrier historically has 
marked up mail. He cares about service. If a check arrives on the first 
of the month for a patron who has moved, previously the letter carrier 
was able to mark a new addi-ess on that check, place it in the redistribu- 
tion bin, and have it delivered that day, in tliat post office. It may not 
be delivered for 2 weeks now. We have actual facts on that. 
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All this adds up to total frustration so that when delegates met at 
our convention in Seattle in August, a motion came on the floor tliat if 
management dared to implement any new type of route adjiistment 
method whereby the human factor is not a consideration, where tliey 
aie going to robotize our members, a job action is ordered. I was in the 
chair. I took the vote. It was overwhelmingly adopted and almost unan- 
imously approved by the convention. 

That's the position that we are in. The test is now going on at 
Kokomo, Ind. As a result of the test, if in the end the Postal Service 
determines tliey are going to adopt a new jiroccdure on adjustment 
without consideration of the human element, there will be a work stop- 
page as .soon as that announcement is made. I can't help it. The mem- 
bership was advised at the convention by oiir legal counsel that such 
action would be illegal; it is said to be a violation of the contract that 
I signed. 

Delegates disregarded all that, because they care about the service 
and the future. That's the condition that they are in. 

I am not strike happy. I am not interested at all in violating our 
contract; but if I intend to stay in office, I will abide by the mandate 
of my convention. 

It is not up to me now; it is up to postal management. We have a 
legitimate complaint that concerns a human being, not a statistic and 
not a computer or a robot. 

Mr. TRAXLER. One more minute. 
Your membership are really out on the firing line. They are, as I 

understand the opei'ation of the Post Office Department and the role 
that your membership plays in it, they are the ones that go to that 
home. They are the ones that are responsible for the ultimate final step, 
and that's dropping of that piece of mail into the homeowner's mail- 
box. It is your membership who has to account to the public in a sense 
for the misadventures or the misdeeds or the mismanagement on the 
part of people who are perhaps himdreds of miles away from that 
homeowner and whom that homeowner never has an opportunity, 
that postal patron never has an opportunity to talk to. 

You sense a frustration on the part of your membership as to why 
mail is delayed days and hours and hours and hours beyond what 
could be a reasonable expectation for the delivery of that mail. 

Mr. RADEMACHER. For your information, I happen to be a letter 
carrier. For 34 years, I carried the mail. My father did ahead of me. 

Mr. TRAXI.ER. My father did, also. 
Mr. RADEMACHER. I am sure in those days his prestige and image 

was second to none. 
Mr. TRAXLER. They set clocks by the time he dropped the mail in 

their boxes. 
Mr. RADEMACHER. There was an excellent relationship between the 

patron and the letter carrier, historically. They have been part of the 
family. It has gotten to the point that the dogs no longer like them 
and last year we had the largest number of dog bites in the history of 
the Postal Service. 

To get back to the serious point, we are no longer respected by the 
people we seiTe and we are not responsible for this feeling. We would 
like to carry a sign with us, "not guilty." As I said earlier in the testi- 
mony, and I reiterate now, the letter carrier daily delivers all the mail 
management lets him deliver. He doesn't leave any behind unless he 
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is ordered to do so by management. It is not his fault. Xot only is the 
burden on his back with the increased mail volume, but he has the 
burden of complaints on his other shoulder. I am glad you raised the 
question, because it is one of the saddest situations that's developed 
in recent yeare; that is, the deterioration of the jirestige of the letter 
cari'ier, the ambassador of this Government arriving at every home 
daily. There's been a 360 degree turnabout because of service condi- 
tions which are not his fault. 

Mr. HANLEY. Thank you, Mr. Traxler. 
We are delighted to have with TIS today our friend and colleague and 

chairman of the Plouse Postal Facilities Subcommittee, Congressman 
Charles Wilson. 

Mr. WILSON. Mr. Chairman, I appreciate you giving me the oppor- 
tunity. I will attempt to l>e very brief. 

First, I do feel that you are approaching this thing in the right man- 
ner, Mr. Hanley, and trying to get established, whether we call it a 
subsidy or whatever to assist the Postal Service in financing what has 
to be done, whether it is 20 percent or 50 percent, or whatever the figure 
eventually is. It has to be done. You know as well as I do that right 
now when we get a rate increase all this is going to do is take care of 
new labor negotiations; and we are still not getting aromid to that 
job of fixing up the post offices and getting the safety requirements in. 
We are building post offices without sprinkler systems. We are not 
doing what we require private industry to do. I agree with everything 
you said in your statement today. I think the statement about the 
monopoly being protected is absolutely nccessarj'. 

Unless something is done, wo have legislation to protect the postal 
monopoly, we are assuming that the Postal Service will just be deliver- 
ing in rural areas and Indian reservations. All of the jDrofitable places 
will be delivered by these private concerns. Unless they are required in 
the same areas as the Postal Sei-vice. and operate under the same con- 
ditions as the Postal Service, I don't feel that they should be allowed 
to operate. 

I am doing research in that particular field at the present time. I 
agree with you, too. that the—if we ai-e going to be making appropria- 
tions to the Postal Service from the Congress, we should have some in- 
terest in the Rate Commission being abolished. I talked to attorneys 
representing magazine publishers and others before the Rate Com- 
mission. They said, "We never had it so good." They said they are 
making a fortune out of their appearances before the Rate Commis- 
sion. 

God bless them, I would like to see everybody make a lot of money. 
But these things liave gone on endlessly. The Rate Commission has 
not produced the time, Mr. Chairman, it takes to determine what rates 
should be established any more than what used to be done by a Rate 
Committee within this Post Office and Civil Service Committee. I 
think it should be taken back. 

I agree wholeheartedly with the chairman. He has done an outstand- 
ing job in this field. I hope we can come together on some kind of 
omnibus bill that will include the major things we have determined 
in our subcommittee and those you detemiined in your subcommittee 
in Congiess in trying to improve to the best of our ability the Postal 
Service, as it should be. 
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Mr. HAXLEY. Thank you, Mr. Wilson. I am confident tliat wlmt you 
suggest will be the case- 

It is my great regi-et this moniing tlrat we cannot continue to avail 
ourselves of your expertise working with the time problem that we 
have. I simply want to conclude with a reflection again on the private 
express statute, the monopoly, et cetera. 

We had a rather startling example of the hazard of private enter- 
prise involved in this activity recently in the metropolitan New York 
City area, when the T'nited Parcel Service was on strike. As you know, 
a mandate was issued to TIPS that if the strike was not settled by a 
particular day, then it would discontinue operations in that genei-al 
New York area. 

Fortunately, tlie strike was settled, but can you imagine if that 
directive bexmme a fact, the burden that would have then been imposed 
upon the shouldei-s of the traditional agency, the U.S. Postal Service. 

The UPS, I inidci'stand, employed somewhere between 4.000 and 
6,000 people in the distribution of parcels in tliat general area. 

Then fairly, could we expect the USPS to pick up that burden; 
and in paTticular, at this sea.son of the year, as we move into the 
heaviest volume season of the entire year, the Christmas mailing 
season ? 

So I think that that transmits a bit of a message to all of us with 
regard to the essentiality of making sure that that traditional agency 
prevails as a full sei"vice agency. 

It is also interesting to note that one of the instances called to the 
attention of this committee was the premise that independents could 
do it better, private enterprise could do it better and make a profit 
at it. Well, the point in that particular strike was, as I undei-stand it, 
that UPS was losing and is losing somewhere in the area of $8 million 
a year from that operation in the metropolitan New York City area. 

So that pretty much discounts the premise that the private enter- 
prise is a Utopian way of handling this service. 

Having said that, I again want to say thanks so much. -Your state- 
ment was indeed a splendid one. It will go a long ways in assisting 
this committee in its deliberations. 

Do you have a concluding comment ? 
Mr. RADEMACHER. T know brevity is the key here. Briefly on three 

points. I am happy you mentioned the UPS strike; and Congressman 
Ford mentioned the wage situation. There are people who think we 
are overpaid. All we want is comparability. 

The itPS drivers' settlement was $7.39 an hour. That is all we want. 
You now know in advance what the demands will be at the bargaining 
table come spring. 

Secondly, I think that there are no more hard-working committees 
in the Congress than the committees of the House Post Office Com- 
mittee. This committee, in particular; and Congressman Wilson has 
worked tirelessly. He's exhausted every possible effoi-t, to try to bring 
things to light. All of these subcommittees are keeping the Postal 
Service 021 their toes, but they are letting the 700,000 postal people 
know til at Congress is concerned. 

The final observation is the President of the United States, the 
administration, is now recommending some legislation. I understand, 
ATliich might pi-ovide jobs in the event of emergency which is already 
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occurring and has been occurring for the last year. It isn't necessary 
to go too far on that when the subsidy legislation would prevent 
layoffs. 

In our opinion, there would be hundreds of thousands of jobs 
saved if we can control these increases and if the taxpayers take on 
their shoulders the burden of having the Postal Service. 

We thank you. Mr. Chairman. 
Mr. HANLEY. Thank you. 
Mr. FORD. May I ask one question ? 
There is anotlier section of the bill I find very interesting and that 

is the one tliat would strike from the present law the requirement 
that the Postal Service must have prior consent from the Attorney 
General before it can enter into litigation. 

I think I recall that when the Oklahoma City case involving pri- 
vate company, from the view of your organization obviously violating 
the statute, you had to go to court; and the excuse of the Postal 
Service, tliat they gave us for not having taken action was that they 
could not get this prior consent from the Attorney General. 

I am not at all sure whether thev want to use that excuse, but how do 
you feel about the ability of the Postal Service to go directly to 
court when litigation affecting the Postal Service is involved rather 
than getting clearance from tho administration ? 

Mr. RADEMACHER. Congressman Ford, I would like to think one of 
the reasons that particular amendment is in there is because Con- 
gressman Hanley, in a discussion with our union among others, on 
this subject. He is as well aware as you are because he followed this 
earlier. Three years ago an independent delivery firm in Oklahoma 
was going to deliver Christmas cards for a nickel. They went to Eng- 
land and had 900,000 stamps printed. They came back here and started 
selling Christmas card delivery for a nickel instead of 8 cents. 

As soon as we heard about it, we immediately went with counsel 
to the Postal Service. They said, "It is out of our hands, we can't do 
anything afcout it. It is up to the Justice Department." 

Our counsel waited one week. We couldn't wait longer. Christmas 
was here. We flew to Oklahoma City. The union did something that 
the Department of Justice didn't do because they are not interested 
in the situation. Fortunately, a Federal judge did issue a restraining 
order, personally at that, to keep a private delivery firm from deliver- 
ing Christmas cards. 

I am happy you brought this out. The Postal Service should have 
the authority to siie and be sued if the union feels like it. 

Mr. HANLET. Again, I want to thank you. President Rademacher. 
Thank you, gentlemen. 

Our next witness is Mr. Stephen Kelly, president of the Magazine 
Publishers Association. 

STATEMENT OF STEPHEN E. KELLY, PRESIDENT, MAGAZINE PUB- 
LISHERS ASSOCIATION, ACCOMPANIED BY CHAPIN CARPENTER, 
WASHINGTON VICE PRESIDENT, AND JOHN BTJRZIO, COUNSEL 

Mr. HANLEY. If, for the purpose of the record, you will introduce 
your associates, we would appreciate it. 

Mr. KEIXY. Thank you. We do have full testimony that has been 
distributed. Our oral piece is roughly one half of it. 
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The gentleman on my left is Mr. Chapin Caqienter, Wasliington 
vice president of MPA, and oji my right, Mr. John Burzio, MPA's 
legal counsel who i-epresents us in the rate ease. 

I would hope, sir, during the question and answer period which I 
assume will follow my testimony that I can ask |iennission to call on 
them to provide additional information that will be in their particular 
fields of expertise. 

Mr. HAXLEY. Without objection, so ordeivd. 
As I look at the clock, we are al>out to encounter difficulty. It is the 

hope of the Chair that the meeting can go tlirough. hopefully until 
12:30, if we are not interrupted with a quorum call prior to that. 

If we are to continue the activity, we may have to. under unanimous 
consent, ask that the hearing resume later in the afternoon. 

Mr. KEIXY. We will Im as brief as possible. We welcome this oppor- 
tunity to comment on IT.R. looll. We are vitally interested in it, and 
while all of tlie proposed amendments are of some significance to us, 
four are of particular interest. 

They are first, the proposal to inci-ease public ser\nce appropriations 
to a level of up to 20 percent of the Postal Sen-ice's operating expenses 
of the previous fiscal year, wjiich figure Mould finally be decided upon 
tlirougli an annual congressional authorization. 

MPA supports this provision, believing that such an appropriation 
is absolutely necessary to cover the public service functions required 
of a national communication system like TTSPS. 

Second, the proposal to alter the relationship of tlie Board of Gov- 
ernors of the Postal Service to the Postal Rate Commission tlirough 
a variety of statutory changes, such as eliminating the role of the 
Board of Governors in rate and classification decisions. 

We would counsel extreme caution in this regai'd, as we will explain 
later in this testimony. The Postal Service is more knowledgeable 
about postal operations, the cost of providing mail service and the 
effects which changes in rates may have on its customers and the postal 
system itself than anyone else. 

It should retain, therefore, through the Board of Governors the 
right to review and modify recommendations of the Commission. 

For example, proposals relating to costing methodologies and other 
aspects of ratcmaking are being given serious consideration by the 
Commission, even though they are totally contrary to the views of the 
Postal Service and. we believe, to the intent of Congress when it 
passed the Postal Reorganization Act and, more recently, Public 
Law 93-328. 

Third, the proposal to extend the time period between official notifi- 
cation and implementation of temporary rates from 00 to 180 days, and 
to limit temporary increases to no more than 10 percent of the perma- 
nent rate then in effect. 

We would have no objection to this provision, but feel that it falls 
short of being a solution to speeding iip rate proceedings, which I 
gather is its principal objective. 

MPA feels that more procedural changes are necessary before such 
a change woTild be meaningful, and we offer one such suggestion in 
our testimony. 

And fouith, the proposal to exclude expressly from coverage under 
the private express statutes magazines, newspapers, and other mail 
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matter which have historically never been considered subject to such 
statutes. MPA also supports this recommendation. 

I will now quickly take each of these proposals up separately and 
give you our comments on them: 

The proposal to increase the public service appropriation for the 
Postal Service is, in our mind, the most significant amendment to the 
Reorganization Act offered by H.R. 15511. 

It revei-ses a concept that, if left imchanged, would slowly but 
surely drive an increasing number of mailers entirely out of the 
Postal Service and leave those without alternative means of distribu- 
tion with excessively high rates. There has been much discussion in 
recent months about the public service concept of the Postal Service. 
For example, the Senate committee, in its report entitled Investiga- 
tion of the Postal Service, dated March 7, 1974, included in its state- 
ment the following comment, and I quote: 

The Postal Service is a constitutional service as important to the continnity 
and comity of this nation as any other, and perhaps more basic than any other. 

You, yourself, Mr. Chairman, stated when you introduced this bill, 
and I quote: 

The major thriist of my bill is to provide for a substantially increased sub- 
sidy to the Postal Service in recognition of its broad public service function. 

Throughout the history of our nation, both the general public and the busi- 
ness community have come to rely on the mail as the meajas of commimication 
that is most accessible physically and financially and one that provides eflScient 
service at reasonable costs. 

Congress, as we all know, has for nearly 200 years stated time after 
time its strong belief that the Postal Service is a public service, and 
this belief was once more enunciated in the Postal Reorganization 
Act of 1970. The opening section of the act stated as follows, and I 
quote: 

The United States Postal Service shall be operated a.s a basic and fundamental 
servi(>e provided to the people by the Government of the United States, author- 
ized by the Constitution, created by Act of Congress, and supported by the peo- 
ple. The Postal Service shall have as its basic function the obligation to provide 
postal services to bind the Nation together through the personal, educational, 
literary, and business correspondence of the people. It shall provide prompt, 
reliable, and efficient services to patrons in aU areas and shall render i>ostal 
services to all conmiunities. 

The costs of establishing and maintaining the Postal Service shall not be 
apportioned to impair the overall value of such service to the people. 

In order not to impair the overall value of such service to the people, 
it seems to me that the public service fimction of the Postal Serv^ice 
should be realistically recognized for what it is: namely, a continuing 
obligation by the Postal Service to the American people to provide 
reasonable service at costs within their reach, and that such service 
and rates must to a meaningful degree be underwritten by ap- 
propriations approved by the Congress. There are few, if any, tax 
dollars tliat directly benefit so many citizens as public service appro- 
priation for postal needs, nor any, for that matter, that are so imme- 
diately visible. It seems to me, therefore, that the public service func- 
tion should properly be recognized with appropriate funding, and that 
such funding will have to continue indefinitely. 

One of the most important problems facing mailers today is the 
matter of the ratemaldng procedures and the role of the Postal Rate 
Commission. 
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As yoii know, currently proceedinjjs before the Postal Rate Com- 
mission are controlled by the provisions of the Administrative Proce- 
dure Act which i-equire ndjudicatory type hearinjis. 

These procedures are necessarily extremely time-consuminjr for all 
intervenors and the Postal Service. They have required an enormous 
outlay of funds for exi)ert witnesses, as the areas of concern to the 
Rate Commission are seeminirly ever more complicated and require 
intensive and in-depth research. 

I have experts here on both sides of me, Mr. Chairman, and while I 
am the layman, I think I have l)ecome competent and a professional 
in the business of checkwritin^. Our bills cominpf in are just 
unbelievable. 

As a result, only a limited number of individual and association 
groups can and do fidly participate. I question whether Conjjress 
intended that such an end product l)e the result of establishinjj a 
Postal Rate Commission. And now we are faced with concurrent 
liearinfi^s on both postal rates and classification, which will further tax 
our capacity to participate fidlv. 

Another area of coTicern with the Commission under present law is 
the very limited degree with which it can and does consider important 
social and public policy questions, which Congress always considered 
important in its rate making deliberations. As the U.S. Court: of 
Appeals stated in its opinion upholding the decision in the first rate 
case, and I quote: 

If petitioners are aggrieved by as.serted insensitivity to the unqiiestlonaW.v 
major contributions made to our civilization by the type of mail matter for whioh 
they are spokesmen, the remedy is legislative. The very books which petitioners 
nnci the court cherish instruct us that the judicial role is. and in a Constitutional 
democracy .should be, limited. Ours is only to determine whether the Postal 
Ser\-ice lacked substantial evidence for rates it prescribetl. took into account 
irrelevant considerations, omitted relevant considerations, flouted a statutory 
command, acted ultra viret, or denied a Constitutional right. Nothing of those 
types of error is proved here. Petitioners' complaint is essentially political, not 
legal. Likewise, the remedy is political, not legal- 

I recommend, therefore, that this distinguished committee consider 
some appropriate and necessary changes in the procedures of the Post- 
al Rate Commission. 

As a starting point, this committee might wish to consider, with 
some modification, the procedures it orisrinally adopted in H.R. 17070 
in April 1970. In that bill, a rate board was to be established; the cur- 
rent Rate Commission could replace it. Secondly, a possible modifica- 
tion as to procedures would be for the Commission to reach a recom- 
mended decision through an informal rulemaking proceeding, rather 
than a full adjudicatory proceeding. But most importantly, the Gov- 
ernore should retain limited powers to modify a commission's recom- 
mended decision, with the ultimate and final authority on rates resting 
with Congress, as it did under H.R. 17070. 

The substitution of an informal nilemaking procedure for an adju- 
dicatory procedure would surely hasten progress toward a decision in 
future rate cases and lessen the burden of participation in Commission 
proceedings. If such were to happen, then the 180 days recommended 
as a waiting period for the imposition of temporary rates not to ex- 
ceed 10 percent of the current fidl rate in effect might be feasible. 

But I hasten to add that such a substitute procedure, i.e. informal 
rulemaking, would be palatable only if Congress retained veto power 
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over rate increases. Without that, we would need full adiudicatory 
]irocedures. In either case, we would not wish to eliminate the role of 
the GovernoT-s. 

In addition, there is another re-ason why I believe the Governors 
should maintain their role in Postal Rate Commission decisions. I re- 
fer to the current discussion now in front of the Commission on what 
is the proper costina: methodolo^^ for the Postal Service to employ. 
A shift in this methodology can have a si<?nificant impact on the rate 
structure of all classes of mail over and above any rate proposal de- 
veloped bv the Postal Service. 

Congress' decision with respect to the rate provisions of the act, and 
its assessment of the impact on mail users resultins from such pro- 
visions, were based on the costins: methodolocrv presented to the Con- 
ffress bv the Postal Service at the time the act was passed. Under that 
met'hodoloary, costs wei-e divided between attributable and institution- 
al. The act provided that all classes of mail would be required to cover 
attributable costs and an app''opriate share of institutional cost iudg- 
mentallv apportioned according: to rate making; policy factors out- 
lined in the act. 

The staff of the Postal Rate Commission is advocatinsr a new costing: 
methodolofry which would move toward fully distributed costs, a con- 
cept which was rejected bv Congress in the Postal Reorganization 
Act. 

The key purpose of Piiblic Law 93-328 was to relax, slightly, the 
squeeze of higher postal rates on innumerable smaller newspapers, 
magazines, books, educational materials, and on charitable, religious, 
and other worthy nonprofit organizations. 

"We are most grateful for it. However, yesterday, Mr. Chairman. I 
received a phone call. It is in the press this morning, so T can reveal it. 

We have said before to this committee that magazines would be 
curtailed. McCall's has announced it is cutting back on another million 
circulation. 

TTnfortunatelv, a gentleman who joined me here at one of our meet- 
ings, Mr. .Joel Davis, has also announced the cessation of one of his 
principal magazines. 

This was in the T^ew Tork Times this mominof. TTnlianpilv, what 
we have said is happening today. We are concerned, however, that 
though Conoress mav have thought it helned magazines through the 
enactment of that law, all that will be gained may still be lost unless 
this committee also addresses this potentially more serious problem 
of costing methodology. 

In vour hearings on the operation and or.o-anization of the Postal 
Rate Commission held in January, you youreelf state, Mr. Chairman, 
and I quote: 

In the many years Congfress fixed postal rates, no issue was more controversial 
than the Post Office cost accounting procedures. The Kappel Commission itself 
recognized the unsatisfactory nature of the old cost ascertainment system and 
came out aeainst any fully allocated cost system. 

Congress—at least by strong implication—accented this findine of the Knnnel 
Commission, particularly reflected in the distinction in the Postal Reorganization 
Act between attributable costs and institutional costs assignable on the basis 
of service. Any move bv the Rate Commission toward fully allocated costs wonld, 
in my opinion, go against congres.sional intent and reouire a major legislative 
re-examination of the ratemaking sections of the Reorganization Act. 
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Therefore. I am somewhat surprised that it appears that the Litipration Divi- 
sion of tlie Postal Rate Commission is moving in this direction. Tlie Commission 
should very carefully weigli the vast imjjlications of this move before it makes 
any decisions which could disturb the delicate balance of the ratemaklng provi- 
sions of the Postal Reorganization Act. 

A specific example of the concern this committee sliould have regard- 
ing a movement toward a fully distributed cost system for rate- 
making (or any system based exclusively or predominantly on cost 
accounting techniques) was made alarmingly clear in recent testimony 
before the Subcommittee on Environmental Problems Affecting Small 
Business of the Permanent Select Committee on Small Business, on 
May 3, 1974. Mr. .Tames S. Lyon. speaking on behalf of more than 
8,000 small circulation weekly and daily newspai)crs, warned against 
the threat of rate increases of more than 1.400 percent. 

This could be accomplished, and I quote Mr. Lyon. "without any 
basic rate increase or a new rate request by the Postal Service. Tlie 
proposal comes from a staff meml)er of the Litigation Division of the 
Roth Commission. It calls for postal costs to be 'fully distributed' over 
all classes of mail." 

As noted. Congress seemed to accept the finding of the Kappel Com- 
mission on fully allocated costs, basing its decision upon the new 
Revenue/Cost Analysis System presented by the Postal Service during 
hearings on postal reorganization. These views on the rejection by the 
Congress of fully distributed costs are suppoi'tcd by a reading of the 
Postal Reorganization Act as a whole, and, in particular, is sup- 
ported by the requirement of section 3622, title 39, United States Code, 
that the Commission consider certain enumerated policies and factors 
in making its recommended decision on rates. For example, if the 
fully distributed cost of particular types of mail is considered to be 
synonymous with the "attributable" costs of that type of mail, there 
simply would be no way in which the Commission could apply the 
various judgmental factors required by section 3622. Moreover, there 
would be no way to accomplish the intent that certain charitable and 
nonprofit classes shotdd pay lower rates than others. 

Tlie statement of the House managers made clear that attributable 
costs not only established a rate floor for each class of mail with a 
judgmental assignment of some part of the remaining costs, but also 
a ceiling on rates for certain preferential classes. The managers stated 
that "revenues" from rates on nonprofit preferred rate mailings shall 
not exceed postal costs for such mail excluding any portion of over- 
head or institutional costs." 

In reporting S. 411 favorably, and by unanimous vote, this sub- 
committee would seem to have intended no departure from those fun- 
damental ratemaking criteria of the Postal Reorganization Act. Spe- 
cifically, we do not think that the provisions of S. 411 extending the 
phasing periods of the act should be taken as a justification to adopt 
fully distributed costs or any other costing methodology that would 
result in substantially higher rate increases for those classes eligible 
for phasing under S. 411. Such a costing system would result in postal 
rates that would severely injure all mail users, adversely affect the 
Postal Service, and substantially increase the revenue foregone appro- 
priations from the general fund. 
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Thus, our concern that the Governoi-s be eliminated from any review 
of the Postal Rate Commission recommended decisions is real. Further, 
as noted previously, we believe Conjjress can and should be the final 
arbiter, through the exercise of the veto i>ower as it deems appropriate. 
Otherwise, important public policy questions will never be given ser- 
ious consideration. 

Finally, I would like to restate in front of this committee what I 
said before it nearly 1 year ago on the subject of the private express 
statutes. There is nothing in past history to justify the inclusion of 
magazines, newspapers, and other like matter within the definition 
of a letter. To include them, and then suspend them fi-om coverage, 
seems unnecessary, and has the effect of having a club held over one's 
head, since the suspension could always be lifted some time in the 
future. Although tlie final Postal Service regidation which was 
recently adopted does not include newspapers and magazines within 
the definition of a "letter"', it would still be appropriate for the com- 
mittee to amend the private express statutes to exclude newspapers 
and magazines. Therefore, I strongly support the appropriate amend- 
ment in H.R. 15511. 

Thank you, Mr. Chairman and members of the committee, for 
your attention to our remai'ks on behalf of some 450 largely consumer 
magazines. 

Mr. HAXLEY. Well, thank you, President Kelly, for your excellent 
testimony. You made a number of fine points and certainly it is a 
recognition of your keen interest in this matter. 

We look upon you as an expert. 
Tell me. what is the informal ruling? Can you describe that and 

how does it differ from the procedure that is presently used ? 
Mr. ICELLY. I can tell you from my point of view as a layman. Mr. 

Chainnan. that I have sat through numerous sessions of the Com- 
mission. 

To my limited, and no legal background, it is a process that is 
simply endless, and we see no light down the tunnel. 

With that, I really want to turn it over to counsel who has sat 
through numerous more sessions than either of us have. 

He is constantly in court. He is in the trial on a regidar basis. 
Mr. BuRzio. Mr. Chairman, T have spent a good part of the last 

.3 years before the Postal Rate Commission in the trial-type hearings 
it is required to have under the provisions of the Postal Reorganiza- 
tion Act. 

The proceedings there are very similar to a trial in a court of law. 
You have to call witnesses, they have to be put on the stand. 

All the lawyers who are representing parties have a full opportunity 
to engage in both written cross-examination—in the form of papers— 
and also oral cross-examination of all the witnesses that appear before 
the Commission. 

Following the completion of the hearing—and the hearings in these 
two rate proceediuiors have lasted in excess of 1 year in each instance— 
the present proceeding is still going on—there is a provision for filing 
of briefs to the judge, and following that, reply briefs, and following 
that, appeals to the Commission, again with briefs and whatnot. It is 
a full-scale legal proceeding. 
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On the other hand, an informal rulemakinfr procedure would start, 
for example, with a publication of the Postal Service's proposed rate 
increase in the Federal Register. 

Any party that was interested in it would have a certain prescribed 
number of days within which to file written comments stating his 
position or challenging the proposal. Then I would envision under 
this type of rulemaking procedure, since it is such a complicated 
matter, that the Commission would probably convene a series of in- 
formal conferences at which all of the parties could come together and 
speak across the table informally without having to go through the 
time-consuming pi'ocess of putting witnesses on, being bound by all 
the niles of evidence. 

I think it would, indeed, speed up the Rate Commission proceed- 
ings. I see no likelihood under the present statute, even if you amended 
it to provide 180 days before tlie Postal Service could impose tem- 
porary rates, that the Postal Rate (Commission could ever reach a final 
decision in a rate case in that period of time. 

Mr. HANI.EY. Thank you. 
Mr. Ford? 
Mr. FORD. Well, given the provision mandating that the educational 

and cultural value of the material must be in consideration in the rate- 
making process, if you Imve this informal process you are talking 
about, how do you ever get through a specified issue to appeal it? 

Mr. BuRzio. Well, there would be—all of the positions of the parties, 
and the information that they wish to have brought before the Com- 
mission would be before the Commission in writing. 

You can appeal from a decision, for example, of the Federal Trade 
Commission or the SEC, other agencies, where an informal type rule- 
making proceeding is held. 

All the parties would still have the opportunity to present the same 
type of information to the Commission upon which it could act in writ- 
ing its recommendations. 

That record, that written record, would be before the court on appeal. 
Mr. FORD. Well, we are, in this legislation, as you know, attempting 

to bring the Postal Service in general its fundings under the Admin- 
istrative Procedures Act. 

Most of us who are lawyers in the Congress have a great deal of re- 
spect for that act, because we feel most comfortable when there is a pro- 
cedure which requires at a specific point a sjiecific finding, that you can 
examine for the necessary statutory and common law content. 

"V^Hiat puzzles me is how you would maintain that kind of a guaran- 
tee in an informal procedure. 

Mr. BuRzio. Well, we are not suggesting that the Commission not 
have to make specific findings under the criteria of the act. 

As a matter of fact, this informal rulemaking procedure we are sug- 
gesting is one contained in the Administrative Procedures Act and 
utilized by many Federal agencies. 

Mr. FORD. Wlien you use the term informal, you don't mean an in- 
formality—or a formality, rather, that is less than the accepted pro- 
cedure under the Administrative Procedures Act. 

Mr. BuRzio. I am suggesting there be a procedure which is less for- 
mal than the type of adjudicatory or trial-type proceeding where you 
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have to proceed through the process of putting witnesses on the stand, 
and you have to give every lawyer-—and there are about 35 or 40 of 
them in these proceedings, an opportunity to go through full cross- 
examination. 

I really don't think that the concern you have expressed, Mr. Ford, 
that it really would be there with the procedure we are suggesting, 
because what we are suggesting is that the Commission be authorized 
to proceed under section 553 of the Administrative Procedures Act. 

Mr. FORD. One of my longest frustrations on this committee has been 
trying to get into the statutory language the consideration of cultural 
and educational value. 

I would not want in any way to win that battle and lose the war. 
MI-. BURZIO. One of the other provisions that we are suggesting is that 

if the Commission would be authorized to utilize the informal rule- 
making procedure, that there would be an opportunity for a mail user 
or group of mail users who feel they have been substantially aggrieved, 
or if they feel the Commission has not properly taken into accoimt, 
for example, the feature that you are interested in, that they could 
petition the Congress and the Congress, itself, would have an oppor- 
tunity to veto that recommendation. 

Mr. FORD. Your conception of the kind of veto power Congress 
should retain would not be a limited veto to accept or reject a package, 
but the ability to actually amend that package ? 

Mr. BURZIO. It could take effect if the Congress did not act within 
the prescribed period of time. 

Mr. FORD. When we talk about the President's veto power, he has to 
either sign the bill or veto it. That's it. 

I anticipate from what you are saying now that you wouldn't con- 
template that Congress would not just be limited to accepting or re- 
jecting that which is proposed by the Rate Commission but would 
have the capacity to accept that with modifications ? 

Mr. BURZIO. I am not sure in our preparation that we focused on the 
issue that precisely, Mr. Ford. 

Mr. FORD. I don't know at what point my legislative input would 
have importance if it were simply a process by which we voted yes or 
no  

Mr. BURZIO. On the overall decision ? 
Mr. FORD. Package proposal, or voted yes or no on a decision to reject 

the package. I would want some assurance that we had a legally sus- 
tainable—under the rules of the House—a procedure, where we could 
exert some legislative judgment on what the contents of that package 
would be. 

Thank you very much. 
Mr. KELLY. Mr. Chairman, I will be responsive to that same line 

of questioning, to make a point that I think your distinguished com- 
mittee would want to know, or perhaps already does. 

One by one the intervenors in the rate case—certainly in our area of 
our business, are dropping out of the rate race. 

Granted, we are not about to drop out, and we will be foolhardy to 
so do, but I just think that it is an interesting observation of what is 
happening, that is going on under the present setup. 

Mr. HAXLKY. Mr. Kelly, again I want to express our appreciation oi\ 
behalf of the full committee for your appearance here this morning. 
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Your statement is indeed comprehensive. You make a lot of j;:ood 
points that will be given a great deal of consideration by this com- 
mittee as it deliberates the final version of the legislation before us. 

So, again, our gratitude for your appeai'ance and that of your 
associates. 

Mr. KKI.LY. Thank you for letting us appear. Thank you for all your 
good work in getting at this problem, the legislation you have pro- 
posed. 

Mr. HANLEY. I appreciate your kind remarks. 
Our next witness this morning is Mr. Walter Grunfeld, president 

of the National Newspaper Association. 

STATEMENT OF WALTEE ORUNTELD, PRESIDENT, NATIONAL 
NEWSPAPER ASSOCIATION, ACCOMPANIED BY WILLIAM G. 
MULLEN, COUNSEL 

Mr. GRTJNFELD. Thank you, Mr. Chairman, members of the com- 
mittee. 

I would like to introduce to you William Mullen, the counsel of the 
National Newspaper Association. 

Mr. Chairman, in view of the time limit, may I first say to you 
happily that I shall be as brief as possible; but I must inject greetings 
from the people that both of us know mutually. 

I am more than happy to say that since you are my Congressman, 
I represent many of your friends and we are extremely happy to see 
you in the chair, and the success you have enjoyed in Washington. 
Thank you for all that you have done for our district, not only in 
postal affairs but in general affairs in Washington. 

Mr. HANLEY. My deep gratitude to you, Walter. 
Again, I take great pride in you as my constituent who happens to 

hold the highest position in that great association, the National News- 
paper Publishers Association. 

Mr. GRTJNFELD. Thank you very much. 
It is also a pleasure and a privilege for me to give you the views of 

the National Newspaper Association with regard to the amendments 
to the Postal Reorganization Act. 

I am Walter Grunfeld. I publish the Marathon Newspapers and re- 
lated newspapers located in the counties of Cortland and Onandaga, 
near Syracuse. 

I am currently the president of the National Newspaper Associa- 
tion, an organization which represents the owners of 6,000 weeklies 
and nonmetropolitan daily newspapers in every State of the Union. 

We have a lengthy statement, but this is a summary. 
Mr. HANLEY. Without objection, the statement in full will appear in 

the record. 
[The complete statement follows:] 

PREPARED STATEMENT OP WALTER GRTJNFELD 

Good morning, Mr. Chairman. It is a pleasure for me to be appearing here to- 
day before my own Congressman to advise you of the views of tlie National News- 
paper Association with regard to the Postal Reorganization Act and suggested 
amendments thereto. My name is Walter Grunfeld. I publish the Marathon Inde- 
pendent and other newspapers serving jmrts of Cortland and Onondaga Counties 
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near Syracuse, New York. Since July 26, I have been president of tlie National 
Newspaper Association, an organization wliicli, as you know, represents the 
owners of weekly and non-iuetroi)olitan daily newspapers in every state. About 
5,000 non-daily newspapers sui)port NNA along with nearly 1,000 dailies. I am 
accompanied here today by William G. Mullen, NXA corporate Secretary and 
General Counsel. 

Botli personally and on behalf of the officers, directors and members of the 
National Newspaiier Association, I would like to commend you Mr. Chairman for 
introducing H.R. 15511, a bill to amend the Po.stal Reorganization Act and for 
holding these hearings to deal with that bill and the suggestions of mail users 
for solving postal problems. 

As you know, Mr. Chairman. XNA has supiwrted the need for postal reform 
from the very beginning. Originally our i)ositiou was based on the results of a 
survey of NNA members conducted prior to the enactment of the Postal Reorga- 
nization Act which indicated an overwhelmingly l)elief by publishers across the 
country of the need for major changes in the old Post Office Department. 

Unfortunately, the I'ostal Reorganization Act did not end up being what we 
had orginally expected in all respects. And the U.S. Postal Service with due re- 
gard to the sincerity of the motives of its top management line employees has 
not lived up to our expectations either. 

We believe that postal officials sincerely want to improve mail serevioe, and 
desire to serve the public, and keep rates down, but postal management seems 
unable for one reason or another to deal effectively with the problems it faces. 
Postal management seems unwilling to make the kinds of hard decisions that 
are necessary in order for significant improvements in mail service to occur. 

For example, iwstal management has not required the standardization of en- 
velope sizes (although it has requested a rate surcharge for certain oversized 
larger envelopes in the pending classification case before the Postal Rate Com- 
mission). It has failed in its bargaining with postal unions, giving everything the 
unions demand and getting nothing in return. This is a result which seems to 
indicate that postal officials, aware that the Rate Commission must give it what- 
ever rates are necessary to cover postal operating costs, feel no reluctance to pass 
these costs on to mail users. These are but two examples out of several from which 
to choose. 

You have heard others discuss these problems, and no doubt you will be hearing 
from additional witnes.ses with similar complaints as well as suggestions for im- 
provement in future hearings. Our purpose in being here today is to advise you of 
the areas of the Postal Reorganization Act which we believe fall significantly 
short of the intentions Congress had in passing that law. 

As is the case with most laws, some adjustments and fine tuning become neces- 
sary as the original document becomes temi)ered with the passage of time and 
occurrences in the real world which impact on its Implementation. We appreciate 
the opportunit.v to work with you in developing Improvements to the law. 

I should emphasize that these points I am about to make are not the product 
of last minute decisions made by a few i^eople in the dark of night just before 
this liearing. They have been thought out carefully in a process that has lasted 
several months. They began as staff recommendations following a close examina- 
tion of your bill. H.R. 15511. They have been studied and refined in turn by 
NNA's Postal Affairs Subcommittee composed of publishers from around the 
country and then reviewed again by NNA's Government Relations Committee 
before being scrutenized and subsequently approved by the Association's Board 
of Directors. The projwsals have been discussed In a meeting of a joint postal 
task force comiwsed of members of NNA and the American Newspaper Publishers 
Association. Finally, Mr. Chairman, in September, our members had the benefit 
of receiving the views of several postal experts during a panel discussion on i>ostal 
matters as a i>art of NNA's Fall Convention and Trade Show in Kansas City. 
Participating in that panel program were Ralph Nicholson, Senior A.ssistant Post- 
master General for Finance. Richard Littell, a Washington attorney who was the 
first general counsel to the Postal Rate Commission and A''ictor C. Smiroldo. Staff 
Director and Counsel of the House Post Office and Civil Service Committee. 

The NNA Board once again discussed our postal policies following that panel 
discussion wiiich, as yon might imagine, was most informative and extremely 
helpful to us and those of our members who were able to attend. 

As a result of this lengthy examination of the current status of postal reform, 
we make the following recommendations for revisions to that law: 
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PERMANENT PUBLIC   SERVICE  SUBSIDY 

XXA supports the poncei)t expressed in your hill. Mr. Chairman, that there 
should Iw a i)erniaiient public service subsidy to the U.S. Postal Service. Further, 
we believe that the amount of such subsidy sliould be a minimum of 20% of the 
prior year's actual oi)erating budget for the Postal Service. 

The reasons for such a subsidy are obvious. The Postal Service i.s first and 
foremost a vital national communications network. Its daily availability to every 
American citizen, rich or poor, is in complete harmony with the rich traditions of 
public services afforded by our Rovernment to all citizens. Such a concept of a 
national Postal Service is incompatible with a reiiuirement that postage revenues 
alone pay all the costs of such a network. In the Postal Reorganization Act, this 
Congress has demanded that the Postal Service maintain equal service to all 
jiarts of the country, rich or poor, urban or rural, densely or sparsely populated. 
This means equal service for American citizens on the far northern slopes of 
Alaska and in the financial districts of our nation's largest cities. 

Congress, in failing to provide for a pennanent public service .subsidy to the 
Postal Service, flew in the face of longstanding traditions. Earlier, in tlie l^oO's. 
two different bi-partisan CongressionaIly-sui)ervl.sed bodies determine<l that public 
service costs of ojierating the T'.S. Post Office I>ei)artment amounted to between 
13.1% and 17.3% of tlie Department's total oi)erating ex|)en.ses for two different 
.vears. At least one of tliese bodies ennunierated additional items of hidden costs of 
po.stal oi)erations. but did not attempt to place a dollar value on them because 
accurate information was not available. Details concerning these studies have 
previously been furnished to the subcommittee and for that rea.son, we will not 
go into them at this time. Suffice it to say that NNA strongly believes in the con- 
cept of public service subsid.v for the Postal Service to cover those costs connected 
with maintaining the Postal Service as a national communications network avail- 
able for the u.se of all citizens at a minimal exjjen.se. The 20% figure mentioned in 
H.R. 15'.")11 should be considered a minimum, however, not a maximum and should 
not be preceded by the words "up to". 

Even William O. Douglas, A.ssociate .Tustice of the Unite<l States Supreme 
Court, recently addressed himself to tliis subject. In a speech last month to 
Fairleight Dickinson University students. Justice Douglas said that the First 
Amendment is usually thouglit of in negative term.s—as stating limitations on 
actions government may take against tlie media. But, said Dougla.s, the First 
Amendment leaves unstated "the powers that Congress or the states have to pro- 
tect the press, to encourage publications, to promote the dissemination of a multi- 
plicity of views." 

While "the powers of Congress over the Postal Service and over the mails have 
been often used to suppress" obscene materials, mail fraud and others, Douglas 
said that the "power has also been used to give subsidies to the press through 
fees for mailing service". 

Douglas goes on to say that his research of the history of postal rates indicates 
that "one early purpose was to 'enconrage the dissemination of news and of 
current literature of educational value.' " 

Douglas maintains that there are many logical candidates for special mail 
rates and after environmental publications, tlie renowned naturalist lists 

"the country weeklies and the small community papers we find in America's 
cities and suburbs. These papers do not carry the big national or interna- 
tional news. But tliey do carry the news of the precincts and of the county. 
These matters are of primary interest to the local people. 

"These media keep the grassroots of America alert, concerned and in- 
formed of local problems. Tliey are the source of enlightenment for those who 
participate or should participate in the local discussions and debates. These 
paiiers indeed are an imiwrtant cementing influence that makes neighbor- 
hoods out of diverse jwints of view, diverse ethonological groups, and diverse 
religious sects. Tlie faraway federal bureaucracy gets more and more re- 
mote, increasingly impersonal and close to the lobbies that are its main di- 
rective force but foreign to local people. The government they know and can 
foster and enhance is in the local institutions. The small local papers are edu- 
cational agencies that promote i)articipatlng democracy at the lowliest levels. 
We the people should encourage that process; and a i>ostal subsidy of the.se 
small journals and papers would fill a need that is mirrored in local concerns 
across the entire nation. 
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"These modest steps would give the First Amendment a positive thrust 
that would generate grassroots participation in government at a time when 
corporate control is getting dangerously close." 

Evidently Justice Douglas in his cursory research into the liistory of postal 
rates for publications has grasped the basic traditions much more firmly than 
have the high-priced commissioners and staff at the Postal Rate Commission. 

In connection with this subsidy, we also strongly urge the Sul)committee to 
draft legislation that will attach "strings" to this subsidy so that the Postal 
Service will have to account closely for and jiistify the expenditure of these funds 
or perhaps provide that the subsidy funds may only \te used for certain purjioses. 

We realize that annual authorizations of the subsidy as suggested in H.K. 
15511 woiild l>e one means of establishing firm Congressional control over the ex- 
penditure of public service monies. Such a procedure, however, could create severe 
difficulties for the Postal Service and users alike, steming from the fact that the 
postal Service would be required to increase rates in order to make up any reve- 
nue deficiencies from the failure of Congress to authorize or appropriate these 
funds. Tlie likelihood of such a problem occurring is very real. One need only 
recall the failure of appropriations to phase third-class rates and the failure of 
the administration to date to request supplemental funds to allow for the added 
rate phasing authorized by S. 411, the enactment of which you work so very hard 
for, Mr. Chairman. 

Naturally the appropriations process cannot l)e dispensed with, but we believe 
that the in.sertion of an extra step requiring the authorization of an appropria- 
tion would be an unnecessary burden for the Postal Service and mail users to 
endure. 

We would rather see a permanent authorization of the expenditure applied to 
an annual appropriation plus strict Congressional controls over the iLses to which 
these fimds may be put as well as their actual expenditure. In this latter respect, 
the General Accounting Office could provide a valuable service by closely super- 
vising the expenditures of these monies. 

SECOND-CLASS   RATE   CRITERIA 

During the time since the enactment of the Postal Reorganization Act, our 
members have become increasingy concerned over the possibility that news- 
papers will one day fail to receive the special consideration which the.v have 
always believed the iiostal laws and regulations have long provided. Speciflcall.v 
I refer to special low rates for tlie distribution of newspapers as well as expedited 
delivery, nearly equal to that given first class mail for the dissemination of infor- 
mation in newspapers of weekly or greater frequency. 

As you know, proposals have been made to the Postal Rate Commission which 
our members fear may have the long-range effect of eliminating a class of mail 
designed for the dissemination of news and information that is of vital interest 
and importance to American citizens. 

We know that Congress has always encouraged the dissemination of news and 
information through the mails at inexpensive rates so that the p\iblic would 
always be well informed as to the activities of local, .state and national officials, 
representatives of the people, as well as news of local, state and national 
occurrences. 

We believe that Congress should continue to mandate such special considera- 
tions for the dissemination of information of value to the public through the 
mails. It can do so by providing more explicit statutory criteria for determining 
postage rates for newspapers, magazines and other materials that are eligible 
for second-class entry. For example. Congress could write into this new law a 
provision that "in.stitutional costs" of the Postal Service for all of second class 
shall never exceed 50% of the total operating costs of the Postal Service for that 
class of mail, or simply, that at lea.st for certain types of publications, rates 
should never exceed a certain level or percentage of costs. Tliere are many ways 
to approach this problem and we will be happy to work with your staff in develop- 
ing potential solutions. We realize that the present law already contains criteria 
for rntemaking. but we believe that they could be substantially improved by 
tlie addition of language guaranteeing a permanent class of mail for the dis.semi- 
nation of information through newspapers, magazines and other media and 
special rates for that class. 

NNA also is of the opinion that the rate structure should recognize the fact 
that many newspapers engage in extensive mail preparation and many news- 
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paperf? PTPH deliver sacks and bundles of newspapers to ontlyinp post offices at 
the publisher's own exjwnse in order to achieve timelv delivery. Yet, these publi- 
cations receive no recognition for tills extra work which saves the Postal Service 
substantial amounts of time and money. 

You might recall asking about tlie impact of postal rate Increases on sub- 
scribers to newspapers in rural areas, Mr. Chairman, during our appearance 
here two weeks ago when we testified about postal service in non-metropolitan 
areas. At that time, you asked us to document any "fall-off in subscription rates 
subsequent to the rate increases" in niral areas where many subscribers are 
elderly and on fixed incomes. 

We do not have any data that would docfiment your question precisely hut 
I do believe tliat we can answer it in the following manner. It is our opinion 
that subscription rates for weekly and smaller city daily newspapers .serving 
rural areas have not kept pace with subscription rates for newspapers serving 
suburban and urban areas. 

Furtlier in almost every state with a large nirnl population the number of 
newspapers lias decreased over the last 14 years while at the same time, tlie 
number of new.spaiiers .serving urban and suburban areas lias increase<l. For 
example: the 1961 Directory of Weekly Newspajiers containing statistical data 
for the year 1960 reports that there were S.IRS newspapers in bu.siness in ISfiO 
with total circulation of 21,327,782. The 1974 National Directory of Weekly 
Newspapers published by NXA reports tliat tliere were 7,641 weekly newspapers 
at the clo.se of 197.3 with total circulation of ,34,98.3,800. 

The loss of .542 newspapers in that time can be attributed almost entirely to 
the fact that fewer newspapers .serve states witli large rural populations today 
tlian were in existence in 1960. We provide the following chart in support of 
that statement: 

State 

Number 
of news- 

papers 
in 1960 

Number 
of news- 

papers 
in 1973 

Difference 
in 

numbers • State 

Number 
of news- 

papers 
in 1960 

Number 
of news- 

papers 
in 1973 

Difference 
in 

numbers^ 

Alabama..-             114 
           136 

109 
127 
440 
135 
168 

57 
202 
346 
240 

93 
271 
341 

95 
261 
71 

-5 
-9 

-13 
-2 

-29 
-17 
-42 
-38 
-37 
-14 
-29 
-32 
-14 
-47 
-5 

Nebraska  
New Hampshire  
New Jersey..  
New York....  

222 
36 

248 
464 
147 

204 
31 

205 
411 
136 

89 
266 
201 

94 
227 
119 

15 
132 
236 

-18 
-5 

California  
Florida  

            453 
            137 
           197 
             74 
            244 
           384 
           277 

107 

-43 
-53 
-11 

Idaho North Dakota 103 -14 
Indiana  
Iowa   
Kansas 

Ohio  
Oklahoma  
Oregon 

274 
211 
100 

-8 
-10 
-6 

269 -42 
Michigan.  
IVIinnesota  
Mississippi .. 

           300 
           373 
           109 

Tennessee  
Vermont  
Washington   
Wisconsin  

128 
21 

147 
266 

-9 
-6 

-15 
Missouri.   
Montana  

           308 
             76 

-30 

' Total loss equals 603. 

At the same time, Mr. Chairman, total circulation in each of these states has 
increased, in many cases almost doubling, a fact whicli we attriliute to growtli 
in metropolitan and suburban area newspapers at the same time their colleagues 
sen'ing rural areas were going out of business. In addition, several states liave 
more newspapers today than in 1960. thereby reducing the net loss of news- 
papers in this period to 542. We conclude that postal rate and other cost increases 
have had a more severe impact on new.spapers and subscribers in rural areas, 
than in metropolitan and suburban areas. 

We believe that Congress should explore the possibility of simplifying proce- 
dures for processing rate and classification matters. The present adversary type 
of proceeding before the Postal Rate Commission is extremely costly, unreason- 
al)ly so for organizations sucli as the National Newspaper Association represent- 
ing basically small businessmen across tlie country. Under the present .scheme 
NNA is prohibited from effective participation in Rate Commission proceedings, 
to the detriment of its members. Congress might consider the possibility of 
allowing the postal Service itself to set rates subject to review by the courts, 
the Congress itself, or perhaps a "Blue Ribbon" commission or committee com- 
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posed of the members of Congress and the public or others. Perhaps It wonld 
be more simple to give Congress a veto power over rates established by the 
Postal Service or even over rates as they are recommended by the present 
Postal Rate Commission. 

There are several proposals dealing with rate making during the early days 
of discussion on postal reform. Perhaps these discussions need to be reviewed 
with a purpose of discovering whether or not the present system could be changed 
and made less costly for mail u.sers and U.S.P.S. 

Due to the difficulty which NNA ha.s in coping with Rate Commission pro- 
ceedings, we cannot support the suggestion that the Rate Commission be given 
even more authority over final rates by making Commission decisions final and 
appealable only to the courts. 

Our experience with the Rate Commission i.s that it is composed of and staffed 
by persons largely unfamiliar with the historical concepts of the Postal Service. 
They regard USPS as a money-making utility and fail to recognize its role as a 
public service-oriented national communications network. 

Only recently did the Commission receive its first member since its inception 
who has been familiar with postal matters prior to being appointed to the Rate 
Commission. Others, both Commissioners and staff personnel for the most 
part appear to have come from agencies responsible for regulating gas trans- 
mission lines, sand and gravel transportation rates and the like. It is diflScult 
to impress upon this group the historic traditions surrounding the development 
of a class of mail for the delivery of newspapers and other literature at inex- 
pensive rates so tliat recipients can afCord to sub.scribe to a variety of publica- 
tions and news sources. 

It is for these reasons principally that NNA has problems supporting efforts 
to strengthen the hand of this organization. Indeed, it is hard for NNA to 
refrain from suggesting the complete abolition of the Rate Commission in 
favor of much simpler means of establishing postal rates. 

NNA does not believe that Congress intended to institute a system whereby 
mail users would be paying temporary rates for longer periods of time than 
permanent rates. 

The complete elimination of the Postal Service's authority to Institute tem- 
porary rates would go a long way, we believe, toward holding down rate in- 
creases and postal costs. As an alternative, NNA endorses the proposal in 
H.R. 15511 to extend the waiting period to 180 days before temporary rates 
take effect. If the Postal Service were not guaranteed a means whereby they 
can automatically institute rate increases within 90 days of their request for 
higher rates, perhaps postal management would concentrate more hearily on 
ways to contain increases in operating costs including wages and other benefits 
accorded to postal employees. 

As matters now stand, there is no control over either postal costs or postal 
rate increases outside of the Postal Service itself. Postal management has the 
final indeed, the only, say on whether costs will increase. It simply presents the 
fact of cost increases to the Rate Commission which has no say over temporary 
rates and little choice but to grant permanent rate increases as requested, 
modifying only the rates various classes will pay and not the total revenue 
requested by the Postal Service. This is true despite the fact that temporary 
rates are usually as high as the first step of the permanent rate requested and in 
the case of first-class as high as the full rate requested. All that can be done 
is to sit by while a lengthy proceeding takes place during most of which tem- 
porary rates are in effect. Even if the Rate Commission were to refuse to recom- 
mend a rate requested by the Postal Service, the Board of Governors could 
simply file a new request thereby automatically instituting a new temporary 
rate. Automatic temporary rates must be eliminated or .severely restricted. 

The Board of Governors of the Postal Service has a potential for acting as a 
barrier lietween Postal Service management, and the public, which tlie Postal 
Seivice is supposed to serve and to whom it is ultimately responsil)le through 
our representatives in Congress. 

NNA suggests that Postal management and the Board of Governors l)e made 
more directly responsible to the Congress. We are not advocating the return 
of "politics" to the Postal Service, but we do advocate closer Congressional re- 
sponsibility and authority for postal operations. 

We also recommend that Congress consider having the postmaster General 
appointed by the President subject to the advice and consent of the U.S. Senate 
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instead of having this position filled by the Board of Governors. Tlie I'ostmnster 
General could l>e required to report directly to the I'resident and the Congress 
and ultimately be responsible to them for the management of the I'ostal Service. 

BIKUINO  P08TA1-   MANAGEMENT  DECISIONS 

Newspapers as well as other businesses have great difficulty comprehending 
how the U.S. I'ostal Service, following lai)ses of up to three years can come back 
to a publisher or other mail user and demand payment for "revenue deficiencies." 
These defiicieucies occur when an audit of a local post office and heavy nmil users 
mailing at that post office reveals that a mistake was made, by the mailer and 
local postal officials in accepting certain items at certain rates of i)ostage. Quite 
often it comes up in tlie cases of newspapers carrying i)re-printed inserts or sup- 
plements. Many times it is .simi)ly a miscalculation of postage. I'ostal regula- 
tions on siipplements which endeavor to set forth certain criteria under wliicli 
supplements may be carried as part of newspapers, for example, are most diffi- 
cult for even experienced postal officials to understand. If these criteria are not 
met. then the mailer is reiiuired to pay the single piece third-lass rate for eacli 
"illegal" supplement. We are aware of cases involving relatively small news- 
papers where the revenue deficiencies in sudi cases have amounted to sevenil 
thousands of dollars. Often compromises are achieved and the I'ostal Service 
accepts les.ser amounts, but the jtrinciple is what bothers our members wlio are 
used to dealing under ordinary business practices. Ordinaril.v if a businessman 
makes a mistake in what he charges for an item and does not discover ilie mistake 
for several years, (or even a few days) he makes no attempt whatsoever to 
recover the difference l>etween what was actually paid and what should have l>een 
paid. Even if one of his agents made the mistake, the businessman accepts It as 
a mistake and simply resolves to improve his prm^edures so that such mistakes 
do not occur in tlie future. 

This is not the ca.se, however, with the U.S. Postal Service wliich, since postal 
reform, has been endeavoring to establish an image as a business operation. 

NXA believe that specific limitations need to lie established on the I'ostal 
Service's ability to collect such revenue deficiencies. Three years is much too 
long a time for the Postal Service to be able to go back and collect sudi monies. 
We do not believe that it should be able to collect for any revenue deficiencies 
where the mistake is at least partially attributable to its own employees. (This 
is the case in almost every instance, particularly with regard to supplements.) 
.Just last week, we liecame aware of an instance where a Ti.S.P.S. customer serv- 
ice representative had "approved" a pre-printed insert as a supiilemeiit without 
even asking for data to support his action. Three years later this could be a i)0st- 
age deficiency case. If Congress is of the opinion that the Postal Service should 
be able to collect for certain types of revenue deficiencies, we believe that tlie 
time period for which such collections can be made should be limited to no more 
than six months. We realize that postal regulations are difficult for most small 
businessmen and most Postal Service officials at small i)ost offices to comprehend 
and we realize that mistakes will occur. These are honest mistakes, however, 
and we do not see why a business, particularly one of such vital necessity to a 
local community as a newspaper, should be threatened with closing its doors due 
to an unreasonably large bill for a revenue deficiency from the Postal Service. 

At the same time. NNA believes that the i>ostal laws should be changed to 
require the Postal Service to pay damages to mail users for lost or substantially 
delayed mail. JIany of our members cite instances where subscribers just never 
receive copies of certain issues. One subscrilier to an Ohio newspaper estimates 
that .she only receives about 60% of the copies for which slie pays. 

Oftentimes, publishers report the advertising insertion orders are not received 
in time for publication. Tliis is money lost to the publication since advertisers do 
not pay for ads that are not published. 

Thank.sgiving Eve. NXA learned of a case in the mid-We.st where the post 
office "lost" 4.200 copies (the total mailing) of a newspaper mailed a day earlier 
than usual in order to be delivered in time for subscril)ers to review the news and 
ads in advance of Thanksgiving. We have learned that the papers began trickling 
back on Thanksgiving and that most were delivered by Friday. Present law pro- 
hibits the collection of damages In such cases and NNA believes that this should 
be changed. 
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Certainly the Post Service lias an obligation to educate its own officials as well 
as to assist in the education of large mail users in what is acceptable and what 
is not acceptable at the various rates of postage. NNA has always endeavored 
to assist in this educational process, but it Ls a difficult message to get through. 
We will be happy to work with tJie Congress as well as the Post Service in 
developing some  criteria  for  implementing this recommendation. 

Finally, with regard to the private express statutes, it is our strong recom- 
mendation that the Congress, in spite of the fact that the Postal Service has 
recently issued final regulations "excepting" newspapers from the scope of the 
private express statues, should provide a statutory definition of "letters" which 
would forever more exclude any possibility of newsjtapers being considered 
"letters" for purposes of the private express laws. 

Our members were shocked recently to leam that an interpretation of the 
private express statutes could ix>ssibly include newspapers as a letter. Cer- 
tainly newspapers, altbough often referred to as "letters from home", are never 
considered technically as letters by publishers or anyone else. 

If such a misconception on the part of those responsible for enforcing the 
private express statutes is possible, under the present laws, we believe that they 
need to be revised to exclude that possibility. 

In closing, I simply want to reiterate the fact that NNA does not endorse 
repeal of the Postal Reorganization Act. We are encouraged by many things 
we see in the USPS. But in all honesty we are discouraged by many others. 
We are of the opinion that corrective, not radical, surgery is called for, how- 
ever. This can be accomplished, we believe, by increasing the role with Con- 
gress plays in postal management decisions, by increasing Congressional su- 
pervisory powers over the Postal Service and by making the Postal Service 
more responsible to the Congress and through it, to the people it is designed 
to serve. 

Mr. Chairman, we sincerely appreciate the opi>ortunity to give you our views 
and we will he happy to work with the Committee towards improvements to 
the Postal Reoi^anization Act. 

Mr. GRUNFELD [continuing]. The benefits of reorganizing: the old 
Post Office Departjment have not come up to the expectations of those 
who, like NNA, supported postal reform. 

Some significant improvements have been made, but there are many 
areas which still need significant attention. 

H.R. 15511, which we support in main, deals with many of these 
areas and NNA has other suggestions to make. 

NNA is vitally concerned with good mail service at reasonable 
rates and postage. We have been studying postal affairs since the 
time of postal reform and beyond. Postal matters occupy a signifi- 
cant portion of the time of many of our key committee people, in- 
cluding directors and officers. 

NNA supports a permanent public service subsidy for the Postal 
Service. We also agree with you. Mr. Chairman, that 20 percent of 
the prior yeare actual operating budget of the Postal Service would 
be an appropriate figure to consider for purposes of this subsidy. 

We suggest your bill be amended, however, so that the 20 percent 
figure is a minimum and not a maximum. Such a subsidy would recog- 
nize the fact that the U.S. Postal Service is a valuable national com- 
munications network and would help pay for the cost of maintain- 
ing that system. 

Our statement contains several quotations from and references to a 
recent speech delivered by T^.S. Supreme Court Justice William O. 
Douglas, in which he speaks for the merits of subsidizing the T'.S. 
Postal Service for the purpose of allowing citizens to keep aware of 
developments in local government by subscribing to newspapers. 

Many of our members have heard the proposals being made by and 
to the Postal  Bate Commission which they fear could spell the 
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end of a class of mail designed to assure speedy and relatively inexpen- 
sive delivery of publications to subscribers. 

For this reason, our statement suggests the establishment of addi- 
tional criteria to be used by tliose charged witli establishing postal 
rates for publications serving the public. 

"We believe tliat these new criteria would be reasonable, particularly 
if Congress sees fit to establish a permanent public service subsidy for 
the Postal Service. 

We belie\e tliat the rate structure of the Postal Service should 
recognize the fact tliat many newspapers even deliver sacks and bun- 
dles of mail at—to outlying post offices at the publishers' own expense 
in order to achieve timely delivery and reduce the burden of the 
Postal Service. 

We believe this fact should be recognized in the formal postal rate 
structure. 

If I may just add to this formal statement here, in my own shop 
we employ 12 people every Monday to handle a specific phase of 
mailing for the purpose of following district instructions as required 
by the U.S. Postal Service. Tliis completely turns our normal opera- 
tion upside down. An operation like mine is not equipped to bring in 
people for 1 day a week to follow a specific procedure. 

However, in order for us to meet the requirements of the law, we 
gladly do it. I am sure I am not alone when I say that publishers 
who are required maybe for .3 or 4 hours 1 day a week to supervise 12 
people, find this almost a nightmare. 

These are some of the experiences. Again, because of the shortage 
of time, I am not at liberty to give you some more of my own ex- 
periences. 

Two weeks ago, Mr. Chairman, during NAA's appearance in hear- 
ings chaired by you, you asked NNA to document any fallout in 
subscription rates subsequent to the rat« increase in rural areas, where 
many subscribers are elderly and on fixed incomes. 

Our formal statement contains information related to this question 
and substantiates, we believe, our view that subscription rates for 
weekly and small city newspapers serving rural areas have not kept 
pace with subscription rates for newspapers serving suburban and 
urban areas, and in addition that postal rates and other cost increases 
have a more severe impact on newspapers and subscribers in rural 
areas than on those serving metropolitan and suburban areas because 
rural newspapers try to keep rates low. 

Regarding rate and classification procedures, our statement, I 
believe, makes clear the frustration which NNA has faced in attempt- 
ing to deal effectively with the Postal Rate Commission. 

Our statement suggests to the Congress that it study more simplified 
means of determining postal rates and that it consider seriously the 
possibility of making major changes in the present adversary eviden- 
tiary proceeding called for by the Rate Commission. 

Regarding the proposal to extend the waiting period for the institu- 
tion of temporary rates under the Postal Reorganization Act to 180 
days, NNA suggests that Congress should seriously consider eliminat- 
ing completely the Postal Service's authority to institute temporary 
rates. 

We believe that the fact that the Postal Service has unfettered 
authority to institute temporary rates in order to allow it to keep 
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rates in line with costs, is a contributing factor to what appears to 
be a lack of concern at the Postal Service with its cost of operation. 

Our statement also makes recommendations that Congres consider 
applying the Postal Reorganization Act so that the Postmaster Gen- 
eral be appointed by the President subject to the advice and consent of 
the U.S. Senate, instead of the present system whereby this position 
is filled by the Postal Service's own Board of Governors. 

We believe Congress should demand that the Postmaster General 
and the Boai'd of Governors report directly to the Congress and to 
the President in order that the Congress may establish firmer control 
over the postal system. 

Our formal statement also takes issue with the present system 
whereby the Postal Service is allowed to collect from publishers and 
other mail users postage deficiencies for materials that have been 
carried as part of newspapers at regular second class postage rates, 
but which, due to some technicality, should not have been so included. 

This, gentlemen, represents another nightmare; and unfortunately, 
time does not permit me to elaborate on that. 

I might add here also that this so-called "technicality" provides 
as much displeasure and nightmare experiences for local postmasters 
as it does for local publishers. 

TTnder present practice, the Postal Service is allowed to go back 
for as long as 3 years after the material has been mailed in order to 
collect such deficiency. Being a victim ourselves of such a deficiency, 
I speak from the bottom of my heart. 

NNA does not believe that this is a business practice and urges 
the Congress to examine means of limiting the Postal Service's au- 
thority in this area. 

We also believe that Congress should establisli more stringent lia- 
bility for the Postal Service, for the loss or serious delay of mail 
which causes a financial loss to the mail user. Present practices do not 
allow the Postal Service to pay damages in such cases, but NXA 
believes that this subject needs to be reexamined. 

Finally, with regard to the Private Express Statutes, it is NNA's 
strong recommendation that the Congress in spite of the fact that the 
Postal Service recently issued final regulations excepting newspapers 
on the scope of the Private Express Statutes, should provide statutory 
definition of letters which would exclude anv possibility that news- 
papers would ever be considered as letters for purposes of private 
express laws. 

In closing, then, Mr. Chairman, I would snnplv like to reiterate the 
fact that NNA does not endorse repeal of the Postal Reorganization 
Act. We are encouraged by the manv developments we have seen in 
the years the semi-independent T^.S. Postal Service has been in opera- 
tion. But many factors are equally discouraging. 

We believe, however, that corrective—not I'adical—surgery is called 
for. We believe that your bill, 15511, is an appropriate vehicle for 
this type of operation, and we are hopeful that the Congress in its 
wisdom will, in the near future, increase its role in postal management 
decisions, will increase its supervision of the Postal Service, and by 
exercising such powers, will make the Postal Service more responsive 
to the Congress and through it the people it is designed to serve. 
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Mr. Chairman, gentlemen, we are always ready to work with you 
and your staff in implementing suggestions for changes to tlie Postal 
Reorganization Act. 

We sincerely appreciate the opportunity to give you our views and 
we will be happy to try to answer any questions that you or other mem- 
bers of the committee might liave for us. 

I might also add that Mr. Serrill, the Executive Vice President, is 
sorry he could not be with us today. He is appearing before the 
Senate subcommittee investigating newsprint supplies and prices. 

Finally, one or two more sentences, Mr. Chairman. 
I don't think that I can ever impress upon you, the committee, the 

Postal Service, the integral part that the t'.S. Postal Service plays in 
the survival of not only the weekly, but all printed matter in this 
country. 

Naturally, I am here representing the weekly and the small dailies. 
Tt's not secret that without the U.S. Postal Service acting as partners 
of our publishing houses, we could not do business. I am not an expert 
in rates. I am not a lawyer, but I am a publisher, and T know what my 
readers are looking for. and I also have a close relationship with sev- 
eral postmasters, about 6, and have had as publisher for over 20 years. 

The time has come, gentlemen, for us to recogjiize what we on the 
grassroots level are doing for the country and what conceivably could 
happen if our subscribei-s could not afford our services and conceivably 
what could Imppen if a rate imposed or a service rendered is unsatis- 
factory or unrealistic. 

For that reason, Mr. Chairman, and gentlemen, I can assure, you on 
behalf of my colleaarues throughout the TTnited States that we are more 
than willinof to work with you as closely as possible and your colleagues 
in solving this dilemma. 

We know the agony that you go through and we have the same 
agony. Our common goal is service to the public, and 1 think we have 
to, as you sav so much, Mr. Hanley. bite the bullet, even if it bites back. 

I think this is a very serious problem. T don't often have the oppor- 
timity to come to Washington to appear Ix'foi'c you and this commit- 
tee, so while T do have the opportunity, T cannot reflect enough the 
importance and the urgency of the concern felt by my colleagues who 
are all interested in public service. 

Thank you, very much. 
Mr. HANLEY. Well, thank you, Walter, for your very fine presenta- 

tion and, in my judgment, and I am sure my colleague to the left shares 
this judgment, that the National Newspaper Association is indeed for- 
timate in enjoying your talent and permit to enunciate its position 
here today. 

Your testimony, as I had anticinated, is excellent. Tt's very objec- 
tive. You're telling it as it is. and I like your terminology, "corrective 
surgery." That is what this endeavor is all about. 

The implementation of the Postal Reorganization Act of 1970 really 
produced an era of trial and error. IMany things were tried; many 
errors were made. Hindsight is always better, so this effort, as I men- 
tioned earlier, hopefully will result in the elimination of many short- 
comings presently prevailing. 

37-485  O - 75 - 25 
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May I ask with regard to your specific newspaper operation, over 
the course of the past 5 years, what would the percentage increase 
be so far as your postal bill is concerned ? 

Would you be equipped off the cuff to tell us a little bit about exactly 
what increase mailing costs—what effect they have had on your 
operation ? 

Mr. GRTJNFELD. "We use second- and third-class mail. It's always a 
shock to me—it might be to you—when I hear the figures of what we 
pay the U.S. Postal Service. 

Last year, we paid $50,000, to the Postal Service. I will admit that 
this represents first class and third class in addition to second class. I 
am not dissatisfied with cither old or proposed second class rates under 
S411. 

I am concerned more about what I hear, such as the elimination 
possibly—I may be speaking out of turn, but these are things that I 
hear that I think maybe I should pass along to you—the elimination 
of second class. 

If in the event second class were eliminated, I'd have to go into first 
class, which would make it impossible to mail to my subscribers and 
pass the cost onto them, or third class. 

However, the fact that you are interested in all classes of mail and 
that many publishers like myself use various classes, and what we pay 
in totality—and if a small operation if a rural area pays $50,000 a year, 
you can be sure that there are others who pay more because I am not 
really an average circulation. 

You see, I am smaller than the national average. Rates have gone iip 
substantially. The highest, of course, was third class. 

Second class rates, I believe, we can live with. 
I hope I have answered that for you. 
Mr. HANLEY. Well, thank vou. Mr. Ford. 
Mr. Ford? 
Mr. FORD. Thank you, Mr. Chairman. 
I am a little puzzled by what seems to be a very strong inconsistency 

in your position here. In your conclusion, you say: 
We are of the opinion that corrective, not radical, surgery is called for. This 

can lie accomplished, we believe, by increasing the role which Congress plays in 
postal management decisions, by increasing Congressional sni>ervisory powers 
over the Postal Service and by making the Postal Service more responsible to the 
Congress and through it, to the people it is designed to serve. 

I couldn't agree with anything more. It is for preciselv that reason 
that I would hesitate to support this bill, if its provision for auto- 
matic referral of postal matters to this committe were dropped. 

You make a very strong statement earlier in your statement: 
Naturally, the appropriations processes cannot be dispensed with, but we 

believe the inversion of an extra step requiring the authorization of an .nppro- 
priation would be an unnecessary burden for the Postal Service and mail users 
to endure. 

The effect of accepting that recommendation by you would be to 
divest others of any effective supervision of the Postal Service, and 
it is that particular section that you are objecting to here, that is, the 
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handle that would put Mr. Hanley and this committee in a position 
of being a necessary group of people with whom we would clear major 
decision in Postal Service. 

We went through a very painful ordeal earlier in the year when 
some of us on this committee were accused of being "stand pat reac- 
tionaries," by our friends in Congress who quite cavalierly thought 
this committee was so moved, that it could vei-y well be tucked away 
in one of a couple of committees that they suggested. 

I am a member of one of the committees they suggested sending it 
to. I can guarantee you that your concerns would be reached when we 
srot around to it in 4 or 5 years from now, with the agenda we have 
before us. 

It has been a battle of some expense to maintain this committee, 
and the reason that we had substantial support from the other side 
of the aisle—much more than those who disagreed with us expected 
we were going to have—is precisely because they believed that if this 
committee was not here, there would be no hope to return to the Con- 
gress and continuing examination and supervision of policy decisions 
being made in public service by people who are not reachable by the 
public and for the most part aren't even known to the public. 

They don't nm for reelection and they don't have to answer to an 
opponent. We do. In that, the people have some protection, as bad 
as the Congress may be from time to time, or perhaps continually as 
an institution. It is the only institution that the people have a chance 
to express their will toward, and they do that every 2 years. 

In view of that, do you still feel that the possible inconvenience of 
having to watch our activities closer than we do now would weigh 
heavily enough with you to oppose that kind of procedure ? 

Mr. GRUNFELD. Mr. Ford, in our mutual activities, we have to wear 
several hats. I think I represent a large group of publishers who feel 
that ideally, you should take ba«k the responsibility of the Postal 
Service. 

However, even this morning, Mr. Johnson made it quite clear that 
there is no such possibility. We hear this. 

Therefore, we have to approach the position as, well, there is no 
such possibility that this will be returned to the Congress. What then 
do we do to work with the Postal Service? 

Mr. Hanley's bill comes along which has appeal to us, and when 
we see there is a 20 percent subsidy provision, we like to address our- 
selves to that for the improvement of service. 

I hear tell by my colleagues that they would hate to see this entire 
20 percent used for safety purposes or new construction purposes or 
paying higher gasoline rates. 

Mr. Klassen came up with a figure on that before the National Press 
Club. We would hate to see the 20 percent used for that. 

We would like to see it used for service to the reader, so he could 
benefit from this subsidy. 

I too, find this inconsistent. Here on the one hand, ideally, we 
would like to see you take this back, except maybe this postmaster 
appointment situation, which is really a horrible thing. 
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We feel there is a great opportunity for getting this mess in the 
department straightened np. Your heart, your very interest, your 
existence is involved in getting the Postal Service where you would 
like it to be. 

Since this doesn't seem possible, Mr. Mullen, Mr. Serrill and my 
colleagues have to address ourselves to the alternatives. 

Perhaps I am wrong here. 
Mr. FORD. I think we are getting away from what I am trying to 

get to. I might take the opiJortunity to do a little politicking with 
you. 

If organizations like yours oppose that part, of this bill, that would 
force the Postal Service in here every year, we are dead. 

Now, the Postal Service is very strongly opiX)sed to that provision 
because they don't want to have an automatic process. 

It is much more difficult to get a bill like S. 411 off the launching 
pad as an independent endeavor. As you know, we were very badly 
defeated with our first attempt when we went to the floor. We had to 
strip everything off of it that you can imagine, to get by. 

There is no provision in here that would say that the authorization 
of funds would be an annual authorization. In many committees 
around here, we authorize programs indefinitely and we authorize them 
for fixed periods of time. Education programs are now normally doing 
it in 5-year multiples, but I am told that system of the members of 
Magazine Publishers Association don't like this. It is very interesting 
that people who, on the one hand say that they trust the Congress 
more than the bureaucrats on the other hand are reluctant to see that 
committee, which myself excluded, has a basic accumulation of ex- 
perience and expertise in the matter of the Postal Service not being 
the central committee in handling it. 

Obviously, the Appropriations Committee isn't going to like this 
provision because they will have to share responsibilities, which trans- 
lates on the Appropriations Committee into power; the power of the 
pocketbook around here is power. 

So, it is not possible for us to win in this situation unless the people 
who are most concerned can come together on just how they would 
like to see the Congress exercising this supervision. 

For my own part, I don't think you gain a darn thing if there is an 
automatic authority for the Appropriations Committee to once a year 
consider the appropriation. That is going to happen anyhow. That is 
no change, and the track record will show you that they spend little 
time getting into the problems of the Postal Service and respond in 
large cuts of the axe or the knife to pressures being exerted from one 
side or another. 

And at best, they come up with a compromise that is a dollar com- 
promise. They do have little policy considering over there, not only 
in this area, but in other areas under the jurisdiction of the Appropria- 
tions Committee, because it was never contemplated, although they 
do do it, that the Appropriations Committee was necessarily a policy- 
making committee. 

They continually find ways to take that power onto themselves. The 
rules of the House", for example, say that they shall not legislate under 
the appropriations bill. The Rules Committee habitually gives them a 
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rule waiving a point of order against legislation that they write on ap- 
propriations bills. 

It is clear that the wisdom of our predecessors here was expressed 
when they said that the xippropriations Committee should not be a 
committee that makes policy decisions and legislates. It should provide 
that level of support financially for the productivity, the work produc- 
tivity and the rest of the legislative process around here. 

I hope you would give more thought to the position that you have 
expressed here in that categorical way. 

With those things in mind, I consider the possibilities of a more ef- 
fective supervision of the Postal Service than we have now  

Mr. GRUXFELD. Mr. Ford  
Mr. FORD. Your position really is for no change. 
Mr. GRUNFEIJ). May I ask vou two brief questions? 
You have tangled with this problem for many years. You obviously 

are extremely well versed in the subject, much more so than a pub- 
lisher. Do you feel that they are selfish to the problems we are facing? 

Mr. FORD. Certainly. 
Mr. GRTTNFELD. Do you feel the print media, particularly the second 

class print media, can be of greater service to you as a committee, than 
we are now? Would you like to see us review our posture in order to 
solve the problem ? 

Mr. FORD. I would like to see you review your posture because your 
influence on those people we are going to have the most difficulty with 
is a very measurable force. T would much appreciate it. 

I notice, for example, on page 8. you have a list showing the decrease 
in tlie number of newspapers between 1960 and 1973 who are weeklies. 
In my state of Michigan, you show that fi'om 1960 to 1973, you went 
from 300 newspapers to 200 in 1971. 

There is a very important element that is missing from this. At the 
same time the number of newspaper owners was reduced by 700 per- 
cent, and in Michigan, we now have a very few people controlling the 
majority of the weekly papers. And there is a meeting held at the coun- 
try club each fall for all of the editors assembled from around the 
State to receive from on high the philosophical editorial dictates for 
the forthcoming year, which includes a list of those candidates who 
will get coverage during tlie forthcoming elections and those for whom 
there will be no space. 

Your people don't play this game with even a velvet glove on the 
iron fist in my State. 

I know how political they can be when they want to, and I am sug- 
gesting that if they follow the leadership of you or your board along 
the lines that are suggested in here, you will doom our efforts to 
failure. 

I am not trying to be critical of the industry. I am trying to acknowl- 
edge that from my point of view, you are. in fact, an im]X)rtant polit- 
ical force. On an issue like this, you could be decisive. I would hope 
that we would be able to enlist your assistance on the view that I hold. 

Obviously, that is what T am trying to do. This is my way of 
thinking. 

Mr. GRTJNFELD. Your State has extended the courtesy to invite me 
to its annual conference, to be the principal speaker. Perhaps you will 
be there also, and we can do a little politicking. 
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Mr. MULLEN. Could I respond to your concern ? I think I can state 
that without any hesitancy at all, that we are not here to submarine 
this bill. We are not trying to praise you on the one hand and damn 
your efforts on the other. 

I can undei-stand your questioning along these lines. I don't think 
our statement says that we are opposing the authorization process. 
We question it. We question whether there might not be another 
better way to do this. We were assuming that Ave were talking about 
an annual authorization process, to be honest with you, even though 
the bill may not say that specifically. 

If it were to turn out to be something along the lines of a several 
year authorization, with hearing from time to time, that might meet 
our objectives. 

Mr. FORD. Counsel points out the present language of the bill does 
call for an annual authorization. 

Mr. MULLEN. In any event, this is something that we would like to 
discuss with membei-s of the committe and with the staff as to whether 
the authorization ]>rocess is the best way to go, or whether or not 
there is another way. 

Our statement, I think, is very strong. We definitely want Con- 
gress to either in advance, when thev write the legislation, write re- 
strictions right into it, so that you will have a very firm tie on exactly 
how this money can be exjiended, and even if wliether or not it can be. 

Our fear is that if we have to go through an annual authorization 
process, in addition to the annual appropriations process, that this 
would lead to some question about how definite the rate schedule 
could be for any period of time in the future, and we very definitely 
appreciate the fact that you have already allowed us to program 
increases over a period of time so that we can compensate for the 
postage rate increases with rate increases of our own over a period 
of time instead of having them go into effect all at once. 

Our fear is that that calendar would be disturbed, perhaps if the 
Postal Service did not get all or any or only a small portion of the 
funds for this public service subsidv, which is the same reason we are 
rather anxious about establishing the 20 percent or some figure, as ah 
absolute, as a minimum at least, rather than as a maximum. 

Again, going to the same question: So the Postal Service knows 
and we know, how much monev generally it can plan on for the coming 
year, for the coming period of several years. 

Maybe your suggestion of a .'S-year authorization would be one that 
we could agree on. We are certainly willing to work with you on this 
question. 

Mr. FORD. T wasn't sugeresting a 5-vear authorization. I was merely 
indicating that the customarv way in which authorizinsr committees 
operate around here is to authorize for what they think is an appro- 
priate time. 

Now, I fought verv hard iust a week or so a.fro in the Education 
and Labor Committee to reduce the public service employment bill, 
which is absolutelv essential to mv depressed area from a bill that 
would run until JuW 1. 1077. to one that will expire next Julv 1 or 
June .30, which is goiner to be hard to explain: Why am I fighting the 
public service employment bill ? 
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The answer is that I think the new Congress is going to be far 
more generous than this Congress, in terms of that bill, and I want 
the damn thing to come up so I can get another shot at it. 

Those are the kinds of considerations that will come into play in 
this authorizing process. If things are going along, the Congress will 
be happy, the postal department will have no trouble getting a 2-, or 
3-, or 4-year authorization for its primary functions. But they might 
get a 4-year authorization for some things and a 1-year authorization 
for some other things. 

I would like to have an annual chance, for example, to see how many 
cops they are putting on that new police department they created over 
there. 

I almost drove off the road when I saw a con^-oy the other day. cars 
with the bubble machines on the top of them that says, "U.S. Postal 
Security Forces." 

We don't even trust the cops any more. We have our own. When 
the Army goes down the street around here, there is a local police car 
in front and in back. Wlien a Postal Service runs a tnick down the 
George Washington Parkway, it has one of its own in front and in 
back. 

Now, I have some question about how far we want to go in building 
another police force in this Government. So, that one T would be reluc- 
tant to authorize for more than a temporary period. 

It would make a difference. We place in our hands, however, a good 
deal of flexibility and responsibility. We will have to face the decisions. 

There are members, as you heard here, that are just as glad to sit on 
this committee and not have to decide the tough ones. Nobody wants 
to go back to the 1967 rate hike, but when you said "bite the bullet," 
we have to make a decision. 

Either we should be here doing something, or sit back and become a 
nice retirement haven. 

Mr. HANLEY. Thank you very much, Mr. Ford. I note that we have a 
vote in the House, which requires that the committee now recess. 

I am distressed as I note the statistics compiled in your statement 
here, Walter, whereas our State, that is, the great State of New York, 
has suffered the greatest loss from the standpoint of newspapers which 
have ceased to publish during this time frame. 

New York has lost .53. That is most regrettable. 
Again, on behalf of the full committee, I want to express our deep 

appreciation for your time, effort, and input. Certainly you have 
greatly assisted our deliberations in all of \\-1iat you have said. 

It will be taken under consideration as we proceed. Hopefully—I 
shouldn't say hopefully—we will be soon producing a clean version of 
15511, which will incorporate a number of new features, not contained 
in the present legislation. 

You are part of that. 
Again, I commend- you for your excellent service, your association. 

I commend the good judgment of those responsible for your being 
elected to that office. 

I see that you are associated with some good counsel who from time 
to time have been in contact with us on issues of concern to your 
association. 
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With that, I again conclude with a note of gratitude to you for your 
appearance this morning. 

Mr. GRUXFKIJ). Thank you. Mr. Chairman. 
For the record, may I say while i^erhaps we have lost a number of 

signatures as such, mastheads, the circulation of the total number of 
newspapers, weekly newspapei-s in the United States, has risen sub- 
stantially. It is the ownerships and signatures that have regretfully 
declined. 

I do thank you for the opjxjrtunity. 
Mr. HANDLEY. The hearing stands adjourned until call of the Chair. 
[Wherevipon. at 1:05 p.m., tlie heaiing was adjourned, subject to 

the call of the Chair.] 
[The statement and letter which follow were received for inclusion 

in the hearing record:] 

STATEMENT OF DAVID A. BCNN, EXCUTIVE VICE PRESIDENT, THE PARCEL POST 
ASSOCIATION 

I am David A. Bunn, Executive Vice President of tlie Parcel Post Associa- 
tion. The Parcel Post Association consists of approximately 200 members, pri- 
marily small l)usinesses, from every section of the country. The Association 
has been in existence for several decades during which time it has concentrated 
its attention upon the maintenance of a viable i)arcel post service, which is used 
by Association members to ship parcels to their customers. Although members 
of the Association make use of virtually all classes of mail, other than second 
class, I will concentrate my attention today upon parcel post service. 

I do intend to make brief comments addressed specifically to the legislation 
which is being considered by this Committee. Initially, however. I am most inter- 
ested in focusing this Committee's attention upon the current condition of the 
parcel post service and the fears that I have for the future of an adequate parcel 
post service. 

The first words of the Postal Reorganization Act are : 
The United States Postal Service shall be operated as a basic and funda- 

mental service provided to the people l)y the Government of the United 
States . . . 

The Act goes on to state that the Postal Service shall have as its basic function 
the obligation to provide postal services to bind the nation together thrmigh the 
personal, educational, literary and business correspondence of the people. Clearly, 
of course, these principles apply to parcel post as well as to the other tyi)es of 
mail. In its report on the Postal Reorganization Act, the Senate Committee 
stated its expectation that "the historic principle of delivering packages through 
the Postal Service will be fulfilled." I regret to report to you. however, that 
despite the explicit and clear directions found in the Postal Reorganization Act, 
the continuation of present trends will threaten the continued existence of a 
viable parcel post service. Indeed, I am not being over-dramatic in stating that 
the acceptance of certain rate proposals now pending before the Postal Rate 
Commission would reduce the parcel post service to a residual service carrying 
only the most expensive traffic. The inevitable result would be that rates for 
individual parcel senders, the so-called Aunt Minnie traflSc, would become exces- 
sively high. Further I would like to emphasize that even though I am repre- 
senting business shippers who participate in the parcel post .system, these busi- 
nesses ship their parcels to Individual residences almost exclusively, i.e.. A.sso- 
ciation members are involved in business-to-individual shipments as opposed to 
business-to-business shipments. Thus, of course, the rates that are paid by 
Association members for parcel post service have a direct and immediate impact 
upon the customers to whom such shipments are made. 

The severe problem w^hieh faces parcel post service is graphically illustrated 
by reference to the decreased volumes of parcel post: 

ifiUions 
1970 570 
1971 536 
1972 498 
1973 (estimated) 477 

1966 
1967 
1968 
1969 

Millions 
.-_- 744 
.... 725 
.... 664 
. 644 
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As shown, parcel post volumes have decreased without interruption since 1966. 
In the five-year period starting with fiscal year 1969 alone parcel post volume 
has decreased l)y over 165,000,000 parcels. Furtlier, this decrease iu volume has 
taken place during a period when overall mall volume has increased substan- 
tially. Thus, the decrease in volume for parcel post, measured on the basis of a 
percentage of the total mail volume of the Postal Service, is even more dramatic 
than the ab.solute drop in volume. Of paramount importance, the volume loss by 
the parcel post service has been concentrated in the high density business .ship- 
ments which are the least expensive to handle. This is well demonstrated by ref- 
erence to volume figures for the United l^arcel Service. During the five year 
period of 1969 through 1973, United Parcel Service volume has increase<l from 
493 million pieces to 783 million pieces. Since only a very small jwrtion of 
United Parcel Service traffic consists of household-to-household parcels, it is 
evident that the Postal Service is finding that an increasingly large proportion 
of the total parcels handled by it consists of the least attractive tyi)e of parcels, 
purely from the viewpoint of the cost of carrying such parcels. 

I also regret that I must report to you that increasing numibers of the members 
of the Association are also either switching basiness from the jKircel i)OSt service 
to United Parcel Service or are seriously considering doing so. Parcel !?hipment.s 
by A.ssociation members are, as I have state<l above, attractive traffic for the 
Postal Service since they consist of well wrai)ped jwrcels .ship])ed in substantial 
volumes making such parcels less costly for the Postal Service to handle than are 
parcels preimred by individuals for shipment to other individuals. The members 
of the Association desire to continue to supimrt the parcel post service, and if it 
is at all economically feasible to do so, will continue to maintain their business 
with the parcel i>ost service. This is based upon a judgment that it is in their 
long-range interests to csmtinue to maintain a healthy and viable parcel iwst 
service since the alternative is to be left to the mercies of businesses in the private 
.sector who are not subject to effective rate regulation. Further, the members of 
the Association lielieve it to he in their best interest to maintain a strong and 
efficient Postal Service for all kinds of mail, and the Postal Service would be 
harmed generally if it becomes necessary to divert parcel traffic from the Postal 
Service. 

1 would like to emphasize at this point that members of the Parcel Post Associ- 
ation are principally concerned with rates. Some have expressed the opinion that 
the parcel post service is losing business because the private competition offers 
better service. I would like to emphatically state that the threat of diversion by 
members of tlie Parcel I'ost A.ssociation does not stem from dissatisfaction with 
ser('ice. On a general basis, the members of the A.ssociation are satisfied with the 
quality of parcel i>ost ser»'ice. Although we believe that the quality of service 
.should and can be improved, we have been impressed with the efforts which the 
Postal Service is now undertaking to make such improvements. We believe that 
With the continued efforts of the I'ostal Service in cooperation with the mailers 
using that service, the quality problem of parcel service will be solved and it will 
be able to offer service as goml as tliat found in the private sector. Neverthele.ss, 
there continues to be an acute problem with rates. Unless the rates for parcel post 
can be held in line, there will be a virtually complete loss of that iM)rtion of the 
attractive low-cost traffic which continues to be shipped Via iiarcel post. That will 
result not only in a parcel post service which is staggeringly more costly, but also 
a service which, of necessity, will offer poorer, slower service than that which can 
>>e offered if tlie service is al>le to keep its rates in line thereby maintaining a 
reasonable density of parcel traffic. 

The Parcel Post Association is an intervenor in the rate proceedings currently 
pending before the Postal Rate Commission. For that reason, I feel .somewliat 
constrained in commenting upon all of the many issues which are being litigated 
before the Commission. Nevertheless, I think it important for this Committee to 
know of the rate projiosals which are being supported before the Commission. 
The Postal Service has proix)sed an increase in parcel po.st rates of 6.3%. These 
rates are now in effect «n a temporary ha.sis. Two parties before the Commission 
are supporting dramatically higher parcel i)ost rates. The first is United Parcel 
Service which takes the i>osition that ijarcel i)Ost rates must be increased by "at 
least" 36%, or approximately 30% more than the rate increases proposed by the 
Postal Service. The Offlc-er of the Commission who has been appointed by the 
Postal Rate Commission to "represent the interests of the general public" pur- 
suant to the requirement found in section 3624(a) of the Postal Reorganization 
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Act, is supporting a rate increase for parcel post which Is only slightly less than 
that which is being supported by United Parcel Service. 

I think this Committee should know that the adoption of rate levels as high 
as those .being supported by the Officer of the Commission and the T'nited I'arcel 
Service would prove disastrous to the continued existence of the [larcel post 
service. At the current time the United Parcel Service enjoys a rate advantage, 
with respect to most of the parcel traffic. Even under this relatively small rate 
advantage, the diversions from the parcel post service to T'PS have been very 
large, as demonstrated by the volume figures given above. I can state categori- 
cally that the loss of parcel post volume that would take place if rate increa.ses 
even approaching the size of those being supported by the Officer of the Com- 
mission would be enormous. The parcel post service would be reduced to handling 
only the most expensive, hard to handle traffic with the inevitable result tliat 
the cost to the ordinary citizen of sending parcels would be increased dramatically. 

I would now like to state that despite the problems which I have outlined 
above, the Parcel Post Association continues to support the concept of postal 
reform. Specifically, we continue to support the concept of an independent 
postal service as embodied in the Postal Reorganization Act. Although we know 
there has been disappointment that the Postal Service has not achieved all of 
the goals that some thought it could achieve as a result of independence, we do 
think that progress has been made and that progress will continue to be made 
under an independent postal service. Nevertheless, Postal Service costs have 
risen enormously during the period of its independence. Of particular signifi- 
cance is the fact that postal service labor costs have increased at a rate which 
exceeds wage increases in both the private sector and in other parts of the 
federal government. An interesting comparison is the wages and benefits per 
man year in the Postal Service compared with the wage and benefit figures for 
United Parcel Service employees. Appendix A to this statement shows that dur- 
ing the period of 1968 to 1973 the U. S. Postal Service wages and benefits in- 
creased 58.6%. During the same period. United Parcel Service wages and bene- 
fits increased 50.4%. It is also interesting to note that postal salaries and bene- 
fits per man year have nearly doubled from .$7,687 in fiscal year 1968 to $14.9.")0 
in fiscal year 1975, an increase of 95%. Between the jieriod of 1967 and 1973. postal 
employees' earnings have increased by 64.5% compared to a 46.4% increase in 
U. S. household median incomes. I hasten to add that I am not stating that 
Postal Service wage increases have been excessive or unnecessary, but such in- 
creases have resulted in greatly increased postal costs with a resultant impact 
upon users. 

We think it important for the Congress to recognize that the Postal Service 
is first and foremost a public srevice. It has not and should not be designed to 
meet solely the needs of bu.siness users of the service. If it were, it is evident 
that it would be possible to design a service which could meet the needs of busi- 
ness shippers at a substantiall.v smaller cost than is required to meet the overall 
needs of the American people. For example, the Postal Service carrier visits each 
home in America six times every week, thus assuring to all Americans that 
they will receive as promptly as is possible those pieces of mail which are of 
most importance to them. If, of course, a service were to be designed simply 
to meet the needs of business mailers, it would not be necessary for a six day 
week schedule to be maintained. As far as the needs of business parcel shippers 
the need could as easily be met if the carrier visited the various addresses in 
the country no more than three times a week. Obviously, that would represent 
enormous savings in costs for the business users of the mail service: but it would 
not represent an acceptable level of service for the people of America. 

I will not attempt to review all of the characteristics of the Postal Service as 
it is now and as it properly should be maintained which result in significantly 
higher costs than would result if it were designed to meet only the needs of 
business mailers. I know that others have reviewed those issiies before you in 
greater detail. It is the position of the Parcel Post Association, however, that the 
only way of continuing to maintain the kind of Postal Service which the Ameri- 
can people have come to expect and which the American people deserve to have 
continued is the enactment of H.R. 15511. 

I believe, however, that the bill should be modified to provide for a permanent 
authorization of approximately 20% of total Postal Service costs to be appro- 
priated by the Congress. I do not think that it would be in the best interests of 
the Postal Service for it to be required to annually seek authorization from the 
Congress for a requested amount of authorization. The effective functioning of 
the Postal Service requires that it be able to plan its budget which would not be 
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possible if it had to seelc l)otli annual authorizations and appropriations. Such 
amounts should apply to the public service costs of tlie Postal Service without 
restriction. We believe that, as is the case in the current public service appropria- 
tion, no class of mail should be penalized by being forced to pay for public service 
costs which the Congress has determined should be paid for by Congressional 
appropriations. 

In fact, I would propose that the Congressional appropriation be directed spe- 
cifically toward the delivery function of the Postal Service. The fiscal year 1075 
(leliver.v costs of the Postal Service will be approximately ,$2.r> billion. That 
amount reiiresents approximately 20% of the estimated total costs of operat- 
ing the Postal Service for the fiscal year 197.^. The delivery fiuictlon is and will 
remain one that cannot be automated and is also the function which would be 
most changed if in fact the Postal Service were operated strictly as a business 
operation. Therefore, an appropriation to cover those costs would be an ap- 
propriate means of insuring the contin\ied existence of a healthy Postal Service 
adequate to serve the needs of all the peoi)le. 

I would like to close with very brief remarks concerning the Postal Rate 
Commissi(m. As I noted above, the Parcel Post Association is an intervenor in 
the rate proceedings which are currently underway before the Postal Rate Com- 
mission. For that rea.son, I do not think that I should engage in a detailed dis- 
cussion of all of the points of view which are being supported by tlie I'arcei Post 
As.sociation before that Commission and of the various points of view being 
svipported by other parties. I would, however, like to invite your attention to 
one issue of paramount importance—the rate making standards found in the 
Postal Reorganization Act. 

Contemporaneously with the passage of the Postal Reorganization Act. the 
Postal Service adopted a new costing system which demonstrated that approxi- 
mately 50% of all postal costs could be causally traced to the various types of 
mail. This new system was developed and ado])ted because of strong criticisms 
that the old cost ascertainment system did not provide a meaningful basis for 
setting rates. The Kappel Commission found: 

A large segment of postal costs, however, does not result from handling 
a particular class of mail but is the cost of maintaining the postal system 
itself. The allocation of such institutional costs to specific postal products, 
despite painstaking attempts to achieve fairness, is not only arbitrar.v but 
uninformative. The Report of the President's Commission on Postal  Or- 
ganization, p. 30. 

It was against this background that the Postal Reorganization Act was adopted 
l)y the Congress, and based upon the assurance of the Po.stal Service that approxi- 
mately 50% of the postal costs could be causally attributed, the Act required that 
the rates for each class of mail should meet at least those costs caused by such 
class—those costs, direct or indirect, attributable to such class. We now find, 
however, that the Commission appears to be determined to adopt a costing method- 
ology which would attribute a substantially greater portion of total postal costs. 
Costing methwlologies are being supported by parties in the present proceeding 
which would attribute up to 90 plus percent of total postal costs. I believe that 
the adoption of such costing systems would distort the intent of Congress so se- 
verely that it would destroy the ability of the Postal Service to maintain an 
optimal rate structure for the benefit of all classes of mail. 

Therefore, I recommend that the Postal Reorganization Act be amended to 
make it impossible for the Commission to ignore the intent of Congress in ful- 
filling its rate setting responsibilities. I also believe that the eflfective function- 
ing of the Commission would be enhanced by requiring Senate confirmation of 
Commission appointments, as is provided by the i>ending hill. Finally, Congress 
should continue to exercise its oversight responsibilities over the Postal Service. 

In summary, current trends threaten the continued existence of a reasonably- 
priced parcel post service adequate to meet the needs of the American people. 
The threat is immediate and unless action is taken promptly we will find our- 
selves with a skeleton parcel post service offering bad service at .sky-high rates. 
The ordinary citizen, who has no real alternative, will be stuck with that service, 
and the small parcel businesses such as those who are members of the Parcel 
Post Association will be the captive of monopolistic United Parcel Service. 

We believe that the Postal Service not only recognizes its responsibility to 
provide good parcel delivery service to the American people, but under the leader- 
ship of Postmaster General Klassen is working to modernize the Postal Service 
to bring about this desired end. 
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APPENDIX A 

SALARIES/WAGES AND BENEFITS PER MAN-YEAR: USPS COMPARED TO UPS 

1968 

. U.S. Postal Service: 
Salaries and benefits per man-year. $7,687 
1968 equals 100         100 

United Parcel Service: 
Wages and employee benefits per 

man-year  $7, 936 
1968 equals 100..        100 

1969 1970 1971 1972 1973 

1974 
(esti- 

mate) 

1975 
(esti- 

mate) 

$8,265 
107.5 

$8,515 

$8,988 
116.9 

$9,322 
117. 5 

$10,320 
134.3 

$9, 869 
124.4 

$11,421 
148.6 

$11,161 
140.6 

$12,194 
158.6 

$11,938 
150.4 

$13, 704 
178.3 

$14,950 
194.5 

107 3 

Sources: (1) Exhibit B (USPS salaries and benefits per man-year). Fiscal years. (2) USPS library (excluding profit 
sharing and stock options). Calendar years. 

CENTRE DAILY TIMES, 
State College and Bellcfonte, Pa., December 9, 197^. 

To the Members of House Postal Service Committee, 
Washington, D.C. 

GENTLEMEN : My name is John A. Brutzman. I am a.ssociate editor of The 
Centre Daily Times, an afternoon paper published in State College, Pennsylvania. 

Our problems with the mail service extend over a number of years and coin- 
cide almost exactly with the change in management from the U.S. Post Office 
Department to the U.S. Postal Service. 

It is common for air mail special delivery letters to take as much as four 
days to travel from New York City and Washington, D.C. First class surface 
mail is correspondingly slow. The fault does not lie in the State College office, 
an we maintain a box there and collect the mail at least twice daily, contingent 
on the time that mail arrives and is sorted in the Slate College office. 

It is our observation that the deliberate policy of attrition inaugurated by 
your Mr. Klassen has contributed to the inefficiency of the Postal Service. Ex- 
perienced supervisors were forced into "early retirement" by a variety of methods 
and were not replaced. This cutback in personnel came at a time when the vol- 
ume of mail was increasing. 

Coupled with this cutback was an order not to pay overtime, whether or not 
the mail moved on schedule. I have seen stacks of mail in the State College 
office that was not sorted on the day of arrival because the available manpower 
could not complete it in the ordinary work day and overtime was not permitted. 

This has contributed to a decline in morale among the Civil Service employes, 
who are embarrassed by this forced decline in service, along with the uncertainty 
of future employment. 

Postal employes say that the New York and Chicago terminals are primary 
sources of delay. I do not propose any solution for this problem, but I suggest 
strongly that your staff members look into this. 

I presume that you have available all the facts Jack Anderson has gathered 
on the operation of the Postal Service, Including the high-paid, top officials whose 
salaries have wiped out any savings generated by the early retirement policies at 
the lower levels. 

I thank you for this opportunity to submit written testimony to vour com- 
mittee. 

Yours truly, 
JOHN A. BRUTZMAN. 

[The following response to four questions submitted to Direct Mail- 
Marketing Association, Inc. were received by the subcommittee for the 
record:] 

Question 1. Do you feel that the Postal Rate Commission should he removed 
from the requirement that they conduct hearings under the hearing process 
outlined in the Administrative Procedures Act and be allowed to conduct more 
simplified proceedings similar to a legislative hearing? 

Answer. No, not at this time. The Postal Service is the principal repository of 
data relevant to ratemaking and, absent the procedures presently contemplated 
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by the Act, It might be in a position to disclose only information which serves 
the particular position taken by the Service at a given time. It may be that in 
the long run, procedures can be develojied by the Commi.ssion which will have 
the effect of requiring Postal Service disclosure of relevant information without 
resorting to the adversary-type liearing now contemplated. 

Question 2. Will you expand on your recommendation that the ceiling on 
temporary rates also apply to phase rates? 

Answer. Existing law, as interpreted by the Court of Appeals, requires phasing 
of permanent rates for certain classes of mail if appropriations have been fortli- 
coming, but not for temporary rates. Tliis is a very anomalous result since the 
purpose of the phasing provisions was to minimize the impact of large rate in- 
creases. From the point of view of the users, it is the magnitude of the increase— 
not whether it is "temporary" or "permanent" in the legal contemplation—which 
matters. Despite the Court of Apj)eals' view, I do not l>elieve Congress intended 
to permit the dephasing of temporary rates unless there has been a failure of 
phasing appropriations. Tlie amendment suggested at page 5 of my testimony is 
designed to make clear this original intent. 

Question 3. If the Private Express Statutes were amended to allow private 
carriage of all mail advertising sent in bulk, do you have any idea of how much 
mail might be diverted from the Postal Service? 

Answer. It is virtually impossil)le with any degree of certainty to predict how 
mucli mail would l)e diverted from USPS if the Private Express Statutes were 
amended to allow private carriage of all mail advertising sent in bulk. Our guess 
is that no significant volume of bulk mail would in actual practice be diverted 
from USPS to private carriers so long as (a) third class postal rates stay below 
10«( and (t)) as long as private carriers mu.st deliver the mail to something other 
than mail boxes. Since we feel relatively little mail would be diverted under 
present conditions, we feel releasing .3rd class bulk from the monopoly would 
actually help USPS by providing it with limited direct competition in an area 
similar to its main product line. If USPS had to compete for advertising mail, the 
cost saving tecliniques it would liave to develop would l>e bound to liave a tan- 
gible benefit on operation of its major business of delivering letter mail. 

Question J/. H.R. 1.5.511 also contains several provisions which would tend to 
increase the independence of tlie Postal Rate Commission. Do you favor these 
provisions, particularly the one which would make Commis.sion decisions final? 

Answer. Yes, we favor the provisions In H.R. 15511 which would tend to 
make the decisions of the Postal Rate Commission final although as a practical 
matter they appear to be so now. 

[A copy of H.R. 1.5511 and a report received from the Administra- 
tive Conference of the United States, along with additional supple- 
mentary material, follows:] 
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!):;r. CO-N'OnKSS 
:>D.S!-.»i.i:.- H.R. 15511 

IX THE HOUSE OF REPEESEXTATIYES 

JixE -20,10T+ 

iCr. IIAXLEY iiiti-oJucetl the following bill; which was lefeirecl to the Com- 
mittae on Port Office and Civil Service 

A BILL 
To amend title 39, United States Code, with respect to tEe 

organizational and financial matters of the United States 

Postal Service and Postal Eate Commission, and for other 

purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tices of the United States of America in Conrjress a.'^tcmbled, 

3 AXXUAL   AUTirORIZATIOX   FOR   rUDLIC   SKRVTCE  SUBSIDV 

4 SECTION- 1. Section 2401 (!>) ol' title 39, United States 

5 Code, is amended to read as follows: 

6 "(!)) (1)  As reimlmrsement to the Postal Service for 

7 public >ervice costs incnrred by it i)nrsuant to section 101 

8 of this title, there is authorized to be appropiiated to tlio 

0   Postal Service each fiscal year an amount not more than 

I 

1 
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1 20 pt-r ci'ulum of tlie total operating expenses of tlie Service 

2 for the iiinnediately preceding fiscal year. However, no np- 

3 propnation shall be made to the Postal Service under this 

4 sul^scction unless authorized annually by legislation hereafter 

5 enacted by Congress. 

6 " (2) Appropriations made under the authority of this 

7 subsection shall not be expended or utilized in such a manner 

8 as to effect a reduction in postal rates and fees for zone- 

9 rated parcel post rates and catalogs of sixteen ounces or over 

10 as required to be established under sections 3621 and 3G22 

11 of this title. 

12 " (3)  The Postal Service, in requesting an amount to 

13 be appropiiated under this subsection, shall present to the 

14 appropriate conmiittees of the Congress a comprehensive 

15 statement of its compliance with the public service cost 

16 policy established under section 101 (b)  of this title.". 

17 SEPARATE AXXUAl BUDGET OF POSTAL RATE COlUriSSIOX 

IS SEC. 2. Section 3604 (c) of title 39, United States Code 

19 is amended to read as follows: 

20 '•'(c) The Commission annually shall prepare and submit 

21 to the President a separate budget of the Coimuission's ex- 

22 penses, including, but not limited to, expenses for facilities, 

23 supplies, compensation, and employee benefits. The President 

24 ^hall include the ])udget of the Commission, with his rccom- 

25 mcndatlons bat without revision, as a separate item in tlie 
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1 budget required by .suction 11 uf title 31 to be trausiuitted to 

2 CoiigTe<s.". 

3 EATE,   FEE,   AND   CLASStPICATIOX  DECISION'S   OF   POSTAL. 

4 KATE COMMISSION WITHOUT Al'PROV^VL,  ALLOWxVNCE 

5 rXDEK riiOTEST, :MODIFtCATION, OR KEJECTTON T.Y THE 

6 nOAKD  OF GOVEKNORS OF  THE  POSTAL  SERVICE 

7 SEC 3. (a) Sectioa 3G24 of title 39, United States Code, 

8 is amended by adding at the end thereof the following: 

9 "(d) The Commission shall determine the date or dates 

10 on which the new rates, fees, mail classification schedule, and 

11 changes in the schedide shall become effective. The decisions 

12 of the Commission shall not be subject to approval, allowance 

13 under protest, modification, or rejection by the Governors.". 

14 (b) (1)  Section 3625 of title 39, United States Code, 

1-5 is repealed. 

16 (2)  The item relating to section 3625 in the table of 

17 sections of subchiipter II of chapter 36 of title 39, United 

18 States Code, is repealed. 

19 (c)   Section 3628 of title 39, United States Code, is 

20 amended— 

21 (1)  l)y deleting "Governors to approve, allow uii- 

22 dcr protest, or modify the reeonmiended decision of the"; 

23 (2) by deleting "and the Governors"; and 

24 (3) by deleting "or Governors". 

25 (d)  Section 3622 of title 39, United States Code,  is 
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1 iiineruled  by  deleting  the   word  "recoinmended"  in  each 

2 instance. 

3 (e)   Section 3623 of title 39, United States Code, is 

4 amended by  deleting  the  word  "reconiniended"  in  each 

5 iu?tance. 

6 TE^rPORARY CHAXGES IX RATES AXD CLASSES 

7 SEC. 4. Section 3641 of title 39, United States Code, is 

8 amended to read as follows: 

9 "§3641. Temporary changes in rates and classes 

10 "(a) II the Postal Rate Commission does not transmit 

11 its decision to the Board of Governors within one hundred 

12 and eighty days after the Postal Service has submitted to the 

13 Commission a request for a decision on a change in rates of 

14 postage or in fees for postal services, or on a change in the 

15 mail classification schedide   (after such schedule is estal)- 

16 lished under section 3623 of this title), the Postal Service, 

IT upon ten da3's notice in the Federal Eegister, may place into 

18 efiect temporarj' changes in rates of postage, in fees for 

19 postal service, or in the mail classification schedule it cou- 

20 sidei-s appropriate to cany out the provisions of this title. 

21 Anv temporary change shall be effective for a period ending 

22 not later than thirty days after the Commission has trans- 

23 niitted its decision to the Governors. 

24 ''• (1)) If, under section 3628 of this title, a court orders 

25 a matter returned to the Commission for furtlier consldera- 

37-485  O - 75 - 26 
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1 tion, tlie Poital Service, willi the cuusciit of the CumiuiN- 

2 t.R)ii, may phite iuto eii'eet temporary chauge.s ui rates of 

3 p()stai;e, ill fees for postal service, or iii the mail ciassiiicivtiou 

4 schedule. 

5 '• (c)  A rate of postage for a class of mail or a fee for 

6 a postal service under a temporary chtuige under this sec- 

T tion may not exceed  the lesser of   (1)   the rate  or fee 

8 requested for such class or service, or (2) a rate or fee which 

9 is more than 10 per centum greater than the permanent 

10 rate or fee in effect for that class or service at the time a 

11 permanent change in the rate or fee of such class or service 

12 is requested imder section 3622 of this title.". 

13 CIU.XUES IX OEtiAXIZATIOXAL STRUCTURE OF POSTAL 

1:1 RATE COilMISSIOX 

15 SEC. 5. Section 36Q1 of title 39, United States Code, 

16 is amended to read as follows: 

IT "§ 3601. Establishment 

18 " (a)   The Postal Bate Commission is an independent 

19 estabhshnaent of the executive branch of the Government 

20 of the United States. The Commission is composed of five 

21 Commissioners, appointed by the President, by and with the 

22 advice and consent of the Senate. Xot more than three of 

23 the Conmiissioners may be adherents of the same political 

24 party. 
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1 "(b)   Thi; Presulcut shall (le.«ij^iiate one of the  Coiii- 

2 inissioners as Cha'unian of the C'oinuiission. At the beginning 

3 of each calendar year,  the members  of  the  Commission 

4 shall by majority vote designate a Vice Ciiainnan of the 

5 Commission who shall serve a' ^'ice Chainiuin duruig such 

6 year. The Vice Chainnan shall act as Chairman of the Com- 

7 mission in the absence of the Chairman. The Chairaian 

8 shall serve at the pleasure of the President. 

9 "(c)  The Commissioners shall be chosen on the basis 

10 of theii- professional qualifications and may be removed only 

11 in accordance with section 7521 of title 5.". 

12 APPLICATION TO UNITED STATES POSTAL SEB^^CE OP 

13 ADMINISTRATIVE PBOCEDUBE PROVISIONS OF TITLE  5 

14 SEC. 6. (a) Section 410 (a) of title 39, United States 

15 Code, is amended by deleting ", including the provisions of 

16 chapters 5 and 7 of title 5,". 

17 (b)   Section 410(b)   of title 39, United States Code, 

18 is amended— 

19 {^)  ^y deleting the period at the end of subpara- 

20 graph  (6) and inserting in jdace of the period a seuii- 

21 colon and the word "and"; and 

22 (-)   by adding immediately below sul)paragraph 

23 (6) the following subparagraph: 

24 "(7)   chapter 5   (administrative  procedure)   and 

2.5 chapter 7 (judicial review) of title 5.". 
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1 liKViaiOX  OF  LAWa  KELATIXG  TO  l'i;i\'ATE   CAlUilAOE   Of 

2 LETTERS 

3 SEC. 7.  (a) Chapter G of title 39, United States Code, 

4 is amended by adding at the end thereof the following: 

5 "§ 607. Definition of 'letter' 

6 "(a)   As used iu this chapter and in sections  1693 

7 through 1G99 of title 18, 'letter' means any message in writ- 

8 ing sent to a single specific addressee,  carbons  or other 

9 limited copies  of  the above  to  single additional specific 

10 adch-essees, except: 

11 "(1) telegrams; 

12 "(^)    newspapers,   periodicals,   books,   catalogs, 

1'^ microfilms, magnetic tapes, and other material repro- 

14 duced in quantity such as:     • 

15 "(A)   checks,   stock  certificates,  promissory 

16 notes,  bonds,  and securities when shipped to  or 

1'^ from financial institutions; 

18 "(B)  letters bemg sent in bulk for storage or 

19 destraction; and 

20 "(C) letters being sent in bulk from a printer 

21 or other suppfier to his customer; and 

22 "(3)    wi-itten   or  printed   matter  enclosed   with 

23 cargo, including but not limited to invoices, circulars, 

24 advertising, labels, instructions, and messages printed 

25 on the merchandise or container; 
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1 "('••) Ais usud ill .suhsectluu (a) of this soi-tion.'writing' 

2 inchulej banihvritiiif;', typewriting, printing on paper or film, 

3 the punching of holes, magnetic s^-nibois on tape, anil any 

4 other process liy which characters or sjinbols having a pre- 

5 determined significance are physically represented in a form 

6 readable by human beings or machines. 

7 "(c)   As used in subsection   (a) (2) (A)   of this sec- 

8 tion, 'checks' include documents intinnsically related to and 

9 regularly accompanying the movement of checks within the 

10 banking system, return items (whether or not bearing nota- 

11 tions), and instiimients that call for the crediting or debit- 

12 ing  of  accounts  maintained   at  financial  institutions   that 

13 must be acted upon promptly by reason of the rules under 

li which the financial institutions operate or the nature of the 

15 fransaction. 

16 "(d)   As used in subsections   (a) (2) (A)  and  (c)  of 

17 this section, 'financial institutions' include— 

18 " (1) '1^ to checks, banks, their offices, affiliates and 

19 facilities; and 

20 "(2)  as to other financial instniments, institutions 

21 perfomiing   functions   involving   the   bulk   generation, 

22 clearance, and transfer of such insiiraments. 

23 " (e)   Any change at any time in regulations of the 

24 Postal Service governing administration of tliis eli.'.prer by 

25 reason of the enactment of this section shall not lieenme ef- 
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1 tVc-tivc until iiftcr llic opportunity for a hearing i.s accorde<l 

2 intcrt'-rtecl parties under the administrative procedure provi- 

3 ^i()us ut section 556 and 557 of title 5.". 

4 (b) The table of sections at the beginning of chapter 6 

5 of title 39, United States Code, is amended by inserting, im- 

6 mediately below the item relating to section 606, the follow- 

7 hig new item: 

•-607. Defiiiition of letters'.'". 

8 ELIGIBILITY OP UXITED STATES POSTAL SERVICE E3IPLOY- 

9 EES FOR PKOMOTION OR TRANSFER TO OTHFJB F.XF.Cr- 

10 TU-E   BRAXCH   POSITIONS   AND   CHANGES   IN   OTHER 

11 PHOnsiONS OP TITLES. 39 AND 5 

12 SEC. 8. (a) Section 1006 of title 39, United States Code, 

13 is amended to read as follows: 

1^ "§ 1006. Right of transfer 

15 "Each oflBcer or employee in the postal career service 

16 of  the Postal Service shall be  eligible for promotion or 

1^ transfer to— 

18 " (1)  any other position in the Postal Service for 

19 which he is qualified; or 

-U " (2) any other position in the executive branch of 

21 the Government of the United States for which he is 

22 (jualifietl, upon completion of at least one year of con- 

23 tinuoii.s  employment  in  the postal career service  im- 

21 mediately before such promotion or transfer and subject 
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1 to -ui-h icj^uhitioii:' govcriiiiij,^ .-iich prouioliou or transfer 

2 as  tlie  Uiiitetl States Civil Service  Coamiisjiou shall 

3 prescribe. 

4 TLe authority provided by this section sball be used to pro- 

5 vide A maximum degi'ee of career promotiou opportimities 

6 for officers and employees aud to insure continued improve- 

7 meut of postal semces.". 

8 (b)  Section 409(d) of title 39, United States Code, is 

9 amended by stiiking out the words "with the prior couseut 

10 of the Attorney General". 

IX (c) Title 39, United States Code, is amended as follows: 

12 (1)   III section 404(6)   strike out "special nou- 

13 • postal or" and insert "special, nonpostal, or" in place 

14 thereof; 

15 (2) At the end of chapter 4 add the following new 

Ig section: 

17 "§ 41-3. Return receipts received in the courts 

18 "A return receipt provided by the Postal Service to 

19 a sender of mail showing to whom and when an article was 

20 delivered, or to whom, when, and the address where an 

21 article was  delivered, shall be received in  the  courts as 

22 piima facie evidence of the delivery."; 

23 (3)  In the analysis of chapter 4 add the fcllow- 

24 ing item at the end thereof: 

"il". Eeturn receipts roceivetl in the courts."; 
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1 (4)  lu section 2401 (c)   strike out "arc" and iii- 

2 scrt "is" in place thereof; 

i (5)   In section 3202(a) (1) (C)   strike out  '•the 

4 Pan American Union" and insert "the General Secre- 

5 tariat of the Organization of American States" in place 

6 thereof; 

7 (6) In section 3204(a) (2)  strike out "mailings" 

8 and msert "mailing" in place thereof;   '• 

9 (7)  In clause (2) of section 3626 strike out "the 

10 rates for mail under sections"  and insert  "the rates 

11 for mail under fomier sections" in place thereof; 

12 (8)  In the last sentence of section 3626 strike out 

13 "imder this subsection" and insert "under this section" 

14 in place thereof; 

13 (9)  In section 3682 (b) strike out "maxhnum size 

16 on   mail"   and   insert   "maxixniun  size   of   mail"   in 

17 place thereof; 

18 (10)  In the fii'st sentence of section 5212 strike 

19 out the comma after the words "without advertising" and 

20 inseit a comma immediately after the words "for Ijids". 

21 (d)  Title 5, United States Code, Is amended as follows: 

22 •      (1) In section 302(b) (2)  strike out "324" and 

23 insert "3702" in place thereof; 

24 (2) In section 2902 (b) strike out "the Postmaster 

25 General,"; 
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1 (o)  III section :J3J1 .-trike out ", I'.xccpt an ap- 

2 pomtmeut made inuU-r section :j:] 1 i of title 3iV'; 

3 (4)  111 section IJ363 strike out ", except an appoiiit- 

4 ineiit made under section 3311 of title 39"; 

5 (5)  Stiike out section 3364; 

6 (6)  In the analysis of chapter 33 strike out item 

7 33&1; 

8 (7) In section 3501(b)   strike out ", except an 

9 employee whose appointment is made imder sectiott 3311 

10 of title 39"; 

11 (8) In section 3581 (5) (A) stiike out "3582 (a)" 

12 and msert "3582 (b)" in place thereof; 

13 (9)  In the last sentence of section 3582 (b) strike 

14 out "on or after the date of enactment of the Foreign 

15 Assistance Act of 1969" and insert "after December 29, 

16 1969" in place thereof; 

17 (10)  In section 4102(a) (2) (B) stiike out ^'(ex- 

18 cept a Postmaster)"; 

19 (11) In section 5102(c)(5)   strike out "White 

20 House Police" and insert "Executive Protective 8erv- 

21 ice" in place thereof; 

22 12)  In section 5102(c) (9)   strike out "40" and 

23 insert "305" in place thereof; 

24 (13)  In section 5303(c)   strike out "and section 

25 3552 uf title 39"; 
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1 (14)  In i^eetioii 5."):;;] (d) (7)   strike (nit siiljpnra- 

2 ,t;iaph   (i)   and  redesigiiiite siibparagrapLs   (G)   and 

3 (H) as (!•') and (U), respectively; 

4 (15)   III section 5.')41 (2) (Iv)   strike out "White 

5 House Police" and insert "Executive Protective Service" 

6 In place rliercof; 

7 (IG)  In the catchline of section 5'A~^ strike out 

8 "SuxDAY,"; 

9 (17)   In  the  analysis  of chapter  55 strike  out 

10 "Sunday," in item 5545; * 

11 (18)   In section 6101(a) (4)   strike out "cducii- 

12 tion" and insert "educational" in place thereof; 

13 (19) Strike out section 6009; 

14 (20) In the analysis of chapter 63 strike out item 

15 6309; 

16 (21) In section 6324(a) strike out "White House 

17 Police" and insert "Executive Protective Service" iu 

18 place thereof; 

19 (22)   In section 6324(b) (3)   strike out "White 

20 House Police" and insert "Executive Protective Sen*- 

21 ice" in place thereof; '• 

22 (23)  In section 7511(1)  strike out ", except air 

23 employee  whose appointment  is  made  under  section 

24 3311 of title 39"; 
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1 (24) In section 83:J2(b) (1) strike out''substitute 

2 in the postal field service" and insert ""pi^rt-time flexible 

3 in the United States Postal Service" in place thereof; 

4 (25)   In section 8332(b) (8)   stiike out '"on  or 

5 after February 19, 1929, and prior to the effective date 

6 of section 442 of the Legislative Reorganization Act of 

7 1970" and insert "after February 18, 1929, and before 

8 noon on January 3, 1971" in place thereof; 

9 (26)   IQ section 8332(b)(9)   strike out  "8339 

10 (h) " and insert "8339 (i) " in place thereof; 

11 (27) In section 8333 (e) — 

12 (A) strike out "of title 5" and insert "of this 

13 title" in place thereof; 

14 (B)   strike out "of this chapter" and insert 

15 "of this title" in place thereof; 

16 (28)   In section 8340(c)(2)   strike  out  "on  or 

17 after the first day of the first month that begins on or 

18 after the date of enactment of the Civil Semce Retire- 

19 ment Amendments of 1969" and insert "after October 

20 31, 1969" in place thereof; 

21 (29)   In section 8341 (c)   strike out "8339 (k) " 

22 and insert "8339 (k) (1) " in place thereof. 



404 

ADMINISTRATIVE CONFERENCE OF THE UNITED STATES 

2120 L STREET, N.W., SUITE 500 
WASHINGTON, DC. 20037 

November 11, 1974 OFFICE OF 

Honorable Thaddeus J. Dulski THE CHAIRMAN 

Chairman 
U.S. House of Representatives 
Committee on Post Office and Civil Service 
207 Cannon House Office Building 
Washington, D.C.  20515 

Dear Mr. Chairman: 

This is in response to your letter of September 16, requesting our 
coniments on H.R. 15511, a bill to amend title 39, United States Code, 
with respect to the organizational and financial matters of the United 
States Postal Service and Postal Rate Commission, and for other purposes. 
We will confine our comments to sections 6 and 7 of the bill, which deal 
with the application of the provisions of the Administrative Procedure 
Act, 5 U.S.C. §§551-559, 701-706, to certain functions of the Postal 
Service. 

Section 6 of the bill would amend section 410 of title 39, United 
States Code, to make chapters 5 and 7 of title 5, United States Code, 
applicable to the Postal Service. Chapters 5 and 7 contain the provisions 
of the Administrative Procedure Act.  1/ Section 410 at present exempts 
the Postal Service from the Administrative Procedure Act except in two 
respects.  First, the Freedom of Information Act, 5 U.S.C. §552, is made 
applicable to the Postal Service by section 410(b)(1), subject to certain 
qualifications set forth in section 410(c).  2/ Second, section 3001(f) 
of title 39 provides that, except as otherwise provided by law, proceedings 
concerning the mailability of matter shall be conducted in accordance 
with the Administrative Procedure Act. 

The Administrative Procedure Act was enacted in 1946, after long study 
by Congress, as a general code of procedure for Federal agencies.  By 
and large, it has served well and has promoted a considerable degree of 
uniformity in administrative practice. The basic principle of a uniform 
administrative practice, with only such variatior.c as operational differences 
justify, serves a number of important values.  It is necessary to the re- 
tention of an administrative system that can be understood by the general 
public and penetrated by lawyers who are not specialists is narrow fields 
of Federal practice.  It is helpful to the courts in their review of agency 
action, by facilitating the development of broadly applicable principles 

IJ  Chapter 5 contains also certain general provisions, §§500-503, and the 
Administrative Conference Act, §§571-576, but their application to the 
Postal Service is not, we assume, a source of controversy. 

2J  We express no opinion as to whether the material excluded from the re- 
quirement of disclosure by section 410(c) would othenjise be required to be 
made available under the Freedom of Information Act. 
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of judicial review.  Finally, and perhaps most Important, allegiance to 
a standard body of procedural principles such as that contained in the 
APA has great advantages in the legislative process, for it enables 
Congress to concentrate its attention on the substantive aspects of the 
legislation before it with the knowledge that the agency's procedures 
in administering that legislation will be governed by a familiar body 
of law.  Therefore I approach section 6 of the bill from the premise that 
the Administrative Procedure Act should apply to the Postal Service, with 
only such exceptions and qualifications as the particular and demonstrated 
needs of that agency may require. 

We are not sufficiently familiar with the operations of the Postal 
Service to judge whether and to what extent there is such a need for special 
treatment.  Nor are we able to particularize the practical effects of 
applying the APA generally to the operations of the Service.  One result 
would be to make applicable to the Service the requirements of 5 U.S.C. 
§553 for notice to the public and opportunity for comment on proposed agency 
rules. We note that the Service at present complies with section 553, 
even though not required to do so.  See, £.£., 39 F.R. 19958, 33209. Another 
result of enacting section 6 would be to apply to the Service's functions 
generally the body of declsional law which has developed under the 
Administrative Procedure Act with regard to procedural requirements and, 
especially, to the availability and scope of judicial review. At present 
the Inapplicability of the APA to the Service creates a potential vacuum 
in any area not specifically dealt with in the provisions of title 39. As 
I indicated above, the availability of this body of law to resolve problems 
which may not have been foreseen by the drafters of the agency's own statute 
is one of the principal advantages of applying the APA to an agency's functions. 

Section 7 of the bill would amend chapter 6 of title 39, United States 
Code, governing private carriage of letters, to add a new section 507. We 
have no comment on subsections (a) - (d) of section 607, which define the 
term "letter" for purposes of the private carriage provisions.  Section 507(e) 
provides: 

"(e) Any change at any time in regulations of the Postal Service governing 
administration of this chapter by reason of the enactment of this section shall 
not become effective until after the opportunity for a hearing is accorded 
interested parties under the administrative procedure provisions of section 
556 and 557 of title 5." 
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We believe that enactment of section 607(e) would be unwise. 

Agency rule making is ordinarily governed by section 553 of the 
Administrative Procedure Act, which, as I have stated, requires that 
an agency, before adopting a rule, 3/ publish a notice of proposed 
rule-making and offer an opportunity for the submission of written 
comments, with or without opportunity for an oral presentation of 
views before the agency. This procedure, so-called notice-and- 
comment rule making, has proven simple, flexible and efficient. 
Section 607(e), however, would require the Postal Service to follow 
the procedures prescribed by sections 556 and 557 of the Administrative 
Procedure Act.  These procedures are applicable where the agency action, 
whether rule making or adjudication, is required to be made "on the 
record after opportunity for an agency hearing," 5 U.S.C. §553(c), 
5554(a). The procedures of sections 556 and 557 contemplate a trial 
before an administrative law judge, with the ordinary incidents of a 
trial, presentation of oral and written testimony under oath, oppor- 
tunity for cross-examination, a transcript of the evidence, etc. 

In its Recommendation 72-5, a copy of which I enclose, the Admin- 
istrative Conference addressed a problem we perceive in the tendency of 
Congress to prescribe procedures for the making of rules of general 
applicability more elaborate than the notice-and-comment procedures of 
APA §553.  The recommendation states that statutory requirements going 
beyond those of section 553 should not be imposed in the absence of 
special circumstances and, in particular, that trial-type procedures 
should never be required for rule making except to resolve issues of 
specific fact. 

Recommendation 72-5 warns against requiring trial-type procedures 
for making rules of general applicability because formal and intensive 
scrutiny of particular facts is seldom suited to the resolution of the 
broad issues on which the formulation of such rules ordinarily depends. 
It is generally recognized that "the method of trial is designed for 
resolving issues of fact, and that the method of argument, not the 
method of trial, is normally the appropriate oral process for resolving 
non-factual issues of law and policy and discretion." Davis, Adminis- 
trative Law Text §7.02 (1972).  Of equal significance, however, is the 
further distinction between what have been called "adjudicative" facts 
(that is, facts about particular parties, their activities, and their 
properties) and "legislative" facts (that is, facts which do not concern 

Zj  There are certain exemptions from this requirement, see §553(a) and 
§553(b)(A), (B). 
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or are not limited to the inimediate parties but are of general scope, 
such as facts about conditions in an industry, which an agency must know 
in order to decide wisely a question of law, policy or discretion). 
Generally speaking, it is only issues of adjudicatlve fact which a trial 
is required to resolve; for legislative facts a trial is not usually 
necessary, though it may occasionally be helpful.  Davis, Administrative 
Law Text §§7.03, 7.05 (1972). Tne reason is well explained in the case 
of WBEN, Inc.. V. United States. 396 F.2d 601 (2d Cir. 1968). cert, denied, 89 S. 
Ct. 238 (1968), involving the adoption of a rule by the Federal Communica- 
tions Commission revising the respective broadcasting rights of daytime 
and fulltime radio stations.  The court rejected the contention Chat the 
FCC should have held a separate evidentiary hearing with respect to each 
broadcaster who claimed that his existing license would be modified by 
the new rule.  It said (396 F.2d at 618): 

"Adjudicatory hearings serve an important function when 
the agency bases its decision on the peculiar situation 
of Individual parties who know more about this than 
anyone else.  But when, as here, a new policy is based 
upon the general characteristics of an industry, rational 
decision is not furthered by requiring the agency to lose 
itself In an excursion into detail that too often obscures 
fundamental issues rather than clarifies them." 

There may be added to this the fact that trial-type procedures are an 
enormously expensive means of obtaining information — expensive in 
terms of time and of money for the agency, the public, and all individuals 
concerned.  For this reason alone they should be avoided when they have no 
distinctive and valuable contribution to make. 

Conference Recommendation 72-5 is addressed exclusively to agency rule 
making of general applicability.  In such a proceeding, almost by defini- 
tion, adjudicatlve facts are not at issue, and the agency should ordinarily 
be free to, and ordinarily would, proceed by the route of written comments, 
supplemented, perhaps, by a legislative-type hearing. Yet there may arise 
occasionally In such rule making proceedings factual Issues which, though 
not adjudicatlve. nevertheless justify exploration in a trial-type format 
— because they are sufficiently narrow in focus and sufficiently material 
to the outcome of the proceeding to make it reasonable and useful for the 
agency to resort to trial-type procedure to resolve them. These are what 
the Recommendation refers to as issues of specific fact. 
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The regulations recently promulgated by the Postal Service under the 
Private Express Statutes, 39 F.R. 33209, are general in scope, and one nay 
assume that changes in these regulations will be of similarly general 
application.  In requiring the Postal Service to hold a trial-type hearing 
on any such proposed change at the instance of any interested party, section 
607(e) would mandate Chat very "excursion into detail" against which the 
court warned in the WBEN case. 

Of course, in a particular Postal Service rule making proceeding an issue 
of "specific fact" uiight arise — and if it could be identified in advance, 
It might be desirable for Congress to require trial-type procedures for 
its resolution.  But such prior identification of the appropriate issues is 
seldom possible, since their identity hinges so much upon the nature of the 
particular rule under consideration and the contested points that arise in 
the particular proceeding.  Ordinarily, the agency must be accorded dis- 
cretion to apply trial-type procedures in the appropriate instances that 
appear as a rule making unfolds. This is the course urged upon the agencies 
by Conference Reconmendation 72-5; it might also be urged by the present 
legislation.  But imposing trial-t3rpe procedures indiscriminately upon all 
Issues may prove tantamount to eliminating the rule making authority entirely. 

I believe that there is no single current issue of administrative 
procedure on which the experts — in private practice, in the agencies 
and in the law schools — are more in accord than the proposition set 
forth above:  that trial-type procedures should not be applied across-the- 
board to the making of rules of general applicability. Accordingly, I 
urge that section 607(e) be deleted from the bill. 

Sincerely yours. 

t'QrLM^(l'^^(^- 
Robert A. Anthony 
Chairman 

cc: Mr. Louis A. Cox 
General Counsel 
Postal Service 

Enclosure 
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ADAMNlSTt^ATIVE COMr^PEMCE Or Tll= UNITED  STATES 
.' -NEW Extcunvs Off ICE I;U:LD'.NG 

VMSHI.-;GION, D.C.   20SO6 

O.'FICE O! 
*TH£ C1UI2MAS 

REC0:Dn:XDA7I0N 72-5:  Procedures for Adoption 
of Rules ot General Aoalicaljiliiiy 

Adopted Decenber U,   1972 

The Administrative Procedure Act, 5 U.S.C. i  553 (1970), provldas 
simple, flexible and efficient procedure for rulcoaking, including 
publication of a notice of proposed rulenaking in the Federal Register, 
opportunity for subnission of written coanents, and opportunity in 
the discretion of the agency for oral presentation.  This notice-and- 
cocment rulemaking procedure is extensively used and on the uhole has 
worked well.  Each agency is of course free to provide additional 
procedural protection to private parties in any proceeding. 

There are statutes that require procedures in addition to 
those required by 5 553.  Some require opportunity for oral argunent, 
soae require agency consultation with advisory cocmictees, and sone 
require trial-type procedure. 

The Adialnistrative Conference believes that statutory requirements 
going beyond those of 5 553 should not be imposed in absence of special 
reasons for doing so, because the propriety of additional procedures is 
usually best detemined by the agency in the light of the needs of 
particular rulenaking proceedings.  The Administrative Conference 
emphatically believes that trial-type procedures should never be required 
for rulenaking except to resolve issues of specific fact. 

Reeomaendatlon 

1. This recooanendation applies only to r-jles of general applica- 
bility and not to rules of particular applicability, only to substantiva 
rules and not to procedural rules, only to legislative rules and not to 
Interpretative rules, and only to rulemaking governed by i  553 and not 
to rulcoaking excepted from the requirements of S 553. 

2. In future grants of rulenaking authority to administrative 
agencies. Congress ordinarily should not impose mandatory procedural 
requlretcents other than those required by 5 U.S.C. 5 553, e.rcept tliat 
when it has special reason to do so, it may appropriately require 
opportunity for oral arguaent, agency consultation with an advisory 
coiaalttec, or trial-type hearings on issues of specific fact. 

n.4»s o-ti -n 
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3. Cor.gress should never require trial-type ptocei'^res for 
resolving C'jcscious of policy or o£ broad or general facr.  Crcir.cr 
it should not require such procedures for salcing rules of general 
applicability, except tliat it r.ay sonetir.es appropriately require 
such procedures for resolving issues of specific fact.  Existing 
statutes ir-.posing a requirement of trial-type procedures for rui=- = 
of general applicability should be reexatsined in light cf these 
principles. 

4. A study of proceedings conducted by the Food and Drug Ad:;i.r 
tration pursuant to § 701(e) of the Federal Food, Drug and Cosaatic 
Act, 21 U.S.C. § 371(e) (1970), has denonstrated that that section 
should be aciendod so as to nake clear that trial-type hearings are 
required except on issues of specific fact. 

5. Each agency should decide in the light of the circuT.scances 
of particular proceedings vjhether or not to provide procedural 
protections going beyond those of § 553, such as opportunity for 
oral argument, agency consultation with an advisory corjzittee, 
opportunity for parties to cocment on each other's written or oral 
subaissions, a public-ceeting type of hearing, or trial-type heari" 
for issues of specific fact. 



411 

MA. KiaoMi. 
C.a.\Variv, 
Hatiyl.Coovn. 

Pan Am Buildiiig • 200 Park Avt. New York. N.Y. 10017 • TeL (212)972-0072 

December 16, 19 74 

Honorable James M. Kanley, ^ 
Chairman, Subcommittee on Postal Service 
House Post Office g Civil Service Committee 
House of Representatives 
Washington, D.C. 20S15 

Dear Congressman Hanley: 

I was pleased to meet you,  and have the opporttinity to discuss 
some of our observations of the changes  that have  taken place 
in  the U.S.   Postal  Service.     At your suggestion,   I   am pleased 
to put this  in the record. 

The National Association of Greeting Card Publishers,  is  a 
Division of the Federation of National Associations,  and is 
vitally interested in  the Postal Service,  and the cost of First- 
Class Mail.     In that concept,   I have made  it my business  to know   • 
every Postmaster General  for the  last 20 years,  and have been an 
observer of the progress,  or lack of such,   that has   taken place. 

As you, no doubt, have gathered from our conversation, we  are 
more  than pleased with the new spirit and fresh outlook that has 
emerged in the past 2 years,  and we  see this  as  a beginning of the 
fulfillment of what Congress wanted, when they reorganized the ser- 
vice.     One of  the most striking examples, was   the  fast and effective 
manner the United States Postal Service took over,  during  the United 
Parcel strike  in Southern California, which began Jlovember 9,  and 
lasted for 3 weeks.    As  United Parcel Service  is  responsible  for 
delivery of about 65%   of  the packages  in  this   area,   a stoppage, 
or even  a slowdown  in  the busiest  season of  the year,  would have 
been disastrous  - not only  to the Greeting Card Industry, but 
also  to  the wholesale  and retail businesses  in  this  area - which 
at best is having a sluggish year. 

I  could see no deterioration of the seivice when  the U.S.  Postal 
Service  took over,  and was  gratified by the enthusiasm and cooper- 
ation by all.     I  am sure  it  took an    all-out effort  to accomplish 
this,  and we,  at  the National Association of Greeting Card Pub- 
lishers,   are  grateful   to  the  Postal  Service   for  their  cooperation. 

It is  a pleasure  to be able  to say nice things  about a much 
maligned service. 

Wishing you,   and yours,   a Very Merry Christmas  and  a Happy 
New  Year! 

Very   truly yours. 

kO/1^)^. 
M.A.K raxe r, 
President 
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Arizona Republic Lobbies To Destroy 
Effectiveness Of Direct Mail 
HENRY HOKE. JR. 
PubUthtr. DIRECT MARKETING _ 
n* liimHi Wr*M, C«r<m C(y. M.T. I ISM • II4-r4*^7M 

Many newspapers don't like direct 
mail. They think it ukes advertising 
away Trom them. Anyone who knows the 
economics of promoting a business 
knows that direct mail does not take 
dollars away from newspapers. There 
are times when newspaper advertising 
makes sense. There are times when direct 
mail makes sense. Same is true for all ad- 
vertising media. But direct mail is com- 
mon to most businesses, for it is the one 
vehicle the advertiser can use to make 

^ wre his customers and prospectSv only, 
receive his advertising message.  - • 

Newspape*' writers generally have a 
> Eaise sense of loyahy to their readers con- 
oeming this subject. They scream "junk" 
in their headlines. They lobby in the guise 
of news to coerce the State, for example, 
to withdraw the oae of automobile regis- 
trations as a source of informttion for 
certain, logical kinds of legitimate busi- 
nesses, including newspapers. 

Have you ever asked how newspaper 
circulation managers learn the names of 
new families moving into a dty? The auto 
registration lisu can be ooe way. Village 
records is another. Some papers 
subscribe to a mailing list compiling 
service whidi weekly provides the names 
of new move-ins. Thiese names are or- 
ganized for the newspaper's own 
subscription-seeking direct mail, or a 
phone call, or given to the newsboy for a 
personal call. Most people would call this 
intelligent business practice. These same 
sources provide new names to a wide va- 
riety of local businesses who wish to wel- 
come newcomers. Kind of neighborly. 

. Yet. the editors of many newspapers 
permit, if not lirge, their writers to lobby, 
in an effort to deny the same right to 
their local depiutment stores (often their 
own advertise'i's), other businesses, and 
particularly national mail order com- 
panies.  Newspapers, these days, are 

generally supponing legislatiofi at both 
State and National levels, to inhibit the 
flow of direct mail advertising. 

•Newspapers generally support higher 
rates for advertising mail in editorial 
columns and lobby in Washington for 
low, low, subsidy rales for themselves 
and other publishers. Why? By helping to 
force direct mail postage rates higher, 
they make advertising in newspapers 
look more attractive dollar-wise. 

Newspapers generally support, if we 
read their columns right, the idea that no 
business can send a piece of mail to a 
home unless the businessman has prior 
permission from the consumer. 

Newspapers publicly a«>nor tne so- 
called renut of mailing lists, though only 
a small part of all direct mail activity. 
So-called mail order lists, names of 
people who are proven-by-purchase 
buyers of things, are extremely valuable 
to the retail community. Use of current 
mail order buyers lists helps advertisers 
identify a new interest among people 
prone to ortlering things by mail or 
phone, eliminating from any speciPic 
mailing those who don't usually buy that 
way^ Most consumers. look upon the 
activity as an in-home shopping service. 

Most newspapm writers woukl like to 
mess up the system with ugly, slanted 
stories. To create an emotional response, 
they usually drag in pomographers to in- 
flect gtiilt by association. This is a propa- 
ganda stunt. Pomographers are a breed 
unto themselves, and are far from the 
mainstream of legitimate business and 
the normal activity of local and national 
retail business. The only way pomos can 
exist is to use telephone books, or steal 
lists, or advertise their wares in mass 
media. 

As the business magazine of sophisti- 
cated marketers, we uke exception to 
the. at best misinformed, column written 
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by Jane Ettes, and printed in the 
November Sth issue of The Arizona Re- 
public. It is factually incorrect. Its tone is 
denegrating. It associates pornography 
with a very healthy activity called direct 
mail advertising. Her tone sadly reflects 
unsavory ness. 

Young Barry Goidwater, Jr.(R-CA) is 
co-sponsor of a bill in the Congress, HR. 
ISS2S, which deals with invasion of pri- 
vacy. His father supports a similar bill in 
the Senate. While there may be some 
problems with computerized data base, 
perhaps needing some national study, 
newspapers around the country seem 
quite willing to associate direct mail with 
invading one's privacy. We believe that 
most people do not believe this is so, 
based on how people respond to mail 
order ads in newspapers, magazines and 
direct mail, how they respond to coupons 
in the mail, and to the millions of shop- 
pers sent out by food stores to- help 
generate store trafnc. 

It does little good to rant and rave over 
trumped-up stories in the press. So I've 
Te-written Jane Estes' story as it might 
have been written, to better reflect what 
goes on in the fleld of marketing. Since 
nearly all of us are employed by some 
business or other, it is in the public 
interest to explain how the complex mar- 
keting function of nearly alt business 
operates. We've written Eugene Pulliam 
of the Arizona Republic, offering to 
come to Phoenix and conduct a seminar 
for his editorial staff. Meanwhile, you'll 
find the Estes story on the center spread, 
and our re-write begins here: 

EstM Ra-writtMt 

That advertising that we get so much 
of year round is particularly heavy now. 
before Christmas and at election time. 
And it is apparently here to stay. 

It's part of an estimated S25 billion, 
highly sophisticated advertising businesa, 
including direct mail advertising, 
including direct response advertising ia 
mass media. The Direct Mail/MarJceting 
Association estimates that about S3.2 
billion of the S23 is spent for direct mail 
advertising by American business to 
generate lead* for salesmen, develop traf- 
fic for our favorite stores, create sales by 

telephone and mail, or to just plain ad- 
vertise an idea or service or political 
candidate. The sales all of this generates, 
some S560 billion in annual retail sales, 
keeps all of us employed, even me at The 
Arizona Republic. 

Target of all of this advertising is tbc 
consumer and business man, whoM 
names and addresses become pan of the 
circulation lists of newspapers.magazines 
and customer/prospect lists of the 4 
million businesses in this land of ours. 
The list is a vehicle by which your local 
newsboy, or the U.S. Posul Service, or 
UPS knows where to drop off your copy 
of the newspaper, magazine or direct 
mail piece. Not everyone gets everything, 
thank goodness, so an address is needed, 
or a very good memory by the deliverer. 

For the businessman, the organization 
of list files on computer, or plates or 3 x 5 
cards, provides him many routes to 
market. He can advertise in a newspaper 
or magazine which delivers his ad- 
vertising message to the medium's fixed 
audience. But to eliminate waste, many 
advertisers will decide to bypass mast 
media occasionally and select their 
messages to go to just the people around 
a store, or to just those people all over tba 
country who have shown an interest in 
knitting, for example. 

A well-printed, 130-page magazine 
called "Direct Marketing" is a voice of 
sophisticated marketers. A glance 
through it. makes it appear that business 
has virtually unlimited ways to select 
interested prospects, from grandparents 
to school children, people who have writ- 
ten down his or her name and address on 
a direct mail order form, a coupon in a 
newspaper or magazine, or who has writ- 
ten or called in response to a radio or TV 
commercial. Thus your name may be on 
as many lists of firms as you have in- 
quired or purchased from. .Most firms 
look upon their lists as a family of cuv 
tomers to whom they write or send a 
catalog when they have ;something new 
that wouM interest them. It's quite a 
system, thoroughly ecological and many 
consumers find it a tremendous service, 
providing them with in-home shopping 
information. ,. 

Most businesses maintain their own 
files of customer and inquiry names. But 
some use the services of a service bureau 
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or direct mail house to maintain their 
Tiles, and ask the direct mail house, when 
arranging for a mailing, to select certain 
names from their flies, those people who 
have bought "X" product in the last year. 
Most cost conscious firms automatically 
drop people from their list who have not 
bought within two or three years, or who 
have asked to be removed since they are 
no longer interested. Most of the direct 
mail you receive, perhaps 80% of it, ac- 
cording to "Direct Marketing", is ad- 
dressed to you by the firm you are doing 
business with from their own lists. 

But businesses have to replenish their 
files of customers, some of whom move 
away, go to heaven, or come off the Hies 
for any number of reasons. £k) smart 
businesses go prospecting. They run a 
couponed ad in a newspaper, or 
magazine, or run a commercial on the air 
to encourage a new face to become a cus- 
tomer, even inquire. Some firms, like 
Ambassador Leather in Tempe, Arizona, 
in addition to media advertising (which is 
sort of like renting the. publication's 
mailing list of subscribers), will rent por- 
tions of a mailing list of another ad- 
vertiser. They have found that a mail 
order buyer of jewelry, for example, may 
well be interested in Ambassador's 
wallets. And so they are, for Ambassador 
prospects among millions of non-Am- 
bassador families each year to find new 
customers. Today their list of customers 
totals nearly 3.000,000 people from all 
over the world who buy millions of 
dollars worth of high quality mer- 
chandise, bringing precious dollars into 
Arizona and providing employment for 
lOO's of people. 

. Direct Mail Houses and/or their 
business customers can narrow lists down 
to a nei^borhpod, an age group, an oc- 
cupation, even to those who own a '72 
Chevy Bel Air, said Walter Kelly, public 
information" officer for the U.S. Postal 
Service in Phoenix. The Postal Service's 
ZIP Code permits advertisers in search 
of business to select families in just 
certain ZIP Codes, and thus eliminate 
waste. "We wish more businesses used 
the mails", said Kelly, "for advertising 
mail is the most profitable mail the 
Postal Service handles. As a matter of 
fact, some 300.000 businesses have 

permits to use 'bulk third class', a dis- 
count rate of postage made available to 
anyone who presorts ZIP Coded mail 
(saving postal work) and presents a 
sizeable volume to The Service for de- 
livery. 

" Direct Marketing" is an independent 
magazine published in Garden City, New 
York (11530), a business magazine 
(subscription $l2/year) which provides a 
forum for all kinds of businessmen 
interested in exchanging ideas on bow to 
advertise more efficiently, how to lower 
costs. It is read by more than 16,000 
marketing execs, including 2,500 
members of the Direct Mail/Marketing 
Association (6 East 43rd St., NYC 
10017). DMMA runs seminars, meetings 
for its members and college students all 
over the country. Has a Washington 
lobby which keeps its members informed 
of postal matters and legislation. It is not 
a mailing house, nor a mailing list house 
which rents lists, bu: an association of 
marketing executives, including Am- 
bassador Leather of Tempe, Arizona. 
Readers of Direct Marketing include the 
owner of The Candle Tree, here in 
Phoenix, Alliance Rubber Company; 
Phoenix Publishing, Salvation Army, 
Jensen Tools, Motorola SemiDonuctor. 
advertising agencies, colleges,-otherS:who 
use direct mail and other media to.stay in 
touch with people in their-marketiHace, 
each of whom has customer and prospect 
lisu. •  ;       ,- r-  -: 

"An excellent way to get on a mailing 
list is to sign up for prizes at some place 
like the state fair," Kelly said. "Or if you 
open a charge account, or buy an in- 
surance policy, or enroU^ your child in 
school, or subscribe to a magazine. 

"You get your name on the State's list 
by getting your car registered or acquire 
a driver's license. In many states, the 
government will rent its lists to logical 
advertisers and earn income to help take 
the pressure off taxes. Fingerhut of Min- 
nesota will send a mailing offering seat- 
covers to people who have just bought a 
new car and will offer the right size and 
shape to exactly fit the new car you've 
bought. Our local stores can have access 
to such information to send the new car 
buyer their congratulations and, not so 
incidentally, suggest an "adult toy" for 
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(he buyer's new car, a stereo set, or exlcs 
speakers. It's a marveiously efricient 
system, eliminating at times of having to 
advertise a special item to everyooe. Tl is 
kind of advertising makes a lot of frieiKU 
for the sender of the special offer. \ new 
customer may spend thousands of dollars 
over a lifetime. 

There are lists of accountants, pilots, 
architects, art collectors or auto deakn^ 
Ads in " Direct Marketing" describe the 
hundreds of specialized markets 
available to business users of direct mail 
advertising. . .such things as 300,000 
buyers of needlework, or 1,028,000 
business executives by corporation title, 
or 3-million current book club members. 
Book club members can be narrowed 
down to the kind of books they buy. 
Highly efficient. 

There's even an ad in "Direct Mar- 
keting" from The New York Times of- 
fering advertisers specialized distribution 
for tneir advertising along with the 
Sunday paper, just like direct mail. 

Kelly said the best way to gel off a 
mailing list is to write a letter directly to 
the advertiser, not his mailing house, or 
simply to not respond to future mailings. 
That works. For no business wishes to 
write to people who are not Interested. 
Simply too expensive. Or you can write 
to The Direct Mail/Marketing Associa- 
tion and request that they notify major 
mailing list compilers and owners to 
mark their files so that your name will be 
skipped when a mailing of coupons, or 
catalogs and such is being addressed. 

Or you can mark refused on mail you 
receive which carries the legend "Ad- 
dress Correction Requested". The Postal 
Service provides this service for business 
and the publicso-tbat unwanted mail can 
be eliminated.-The advertiser must pay 
10 cents for- each piece of mail so 
returned.. Any . other mail marked 
"refused" goes into-thepostofBce-waste- 
basket and is destroyed. So it's best to 
write- the advertiser or call- himi if he's 
local or has an 800IN-WATS number. 

It doesn't happen very often, and 
usually then due to a mistake, but if you 
receive merchandise you didn't order, 
Kelly suggests that you return the 
package marked "Refused". That will 
tip off the sendor to investigate and de- 
termine the source of the error; In any 

case, you are not responsible to pay for 
anything you don't order. One person 
said that when he got a bill for some 
unordered item, he sent the company a 
larger bill for storage of the item and 
never heard from the company again. 
Foolish prank, for businessmen tell me 
that it's tough enough these days to run a 
business, keeping their people on the 
payroll, without that kind of stunt. 

If you're really curious about how 
business prospects for new customers, do 
something to your name when you order 
a subscription or respond to a newspaper 
and couponed ad. It won't always hap- 
pen, but someti;nes you'll notice your 
"fudged" name show up on a piece-of 
mail from another business. You can tell 
whether that bus'ness has really detected 
your interest. If your uniquely-formatted 
name does show up, you know that one 
advertiser is using some portion of 
another advertiser's own list. Lists are 
rented between some firms, said Kelly, 
because it provides highly efficient 
prospecting. These lists are never sold, 
but rented, usually through mailing list 
brokers. The volume is not large, 
probably no more than 3 billion ad- 
dresses per year, or 14.3 pieces of mail 
per year for each of 60,000,000 families. 
Compare that to 90 billion pieces of all 
mail per year of which perhaps 25 billion 
pieces contain some sort of advertising. 
Compare that to billions of impressions 
made by thousands of advertisers in 
pages and hours in other media. 

The only list a person can be sure of 
being removed from is one for 
pornographic literature, sent by just a 
handful of sharp operators. A person has 
a right to receive it if he wants It and can 
usually get on such a list by responding to 
the cheap ads in pulp magazines, or blind 
ads in classified sections of some news- 
papers. Only a few, courageous porno 
dealers would dare copy names out of the 
telephone book, but that's about their 
only source of lists. No legitimate 
business would permit his customers to 
receive such mail, for he simply wouldn't 
permit his list to be used for that purpose. 
Businesses who rent their lists to others 
are most careful, and generally ask to see 
the proposed piece of direct mail before 
he permits the rental, same as most 
publishers of magazines check their ads 
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before they are run. 
But should you get on a porno list, you 

can make trouble for the outfit by filling 
out a postal form. The U.S. Postal 
Service notifies the porno dealer of the 

"consumer's desire, and should the dealer 
send another piece of mail to that ad- 

' dress, he can then be brought to trial and 
fined heavily. 

Michael Groom, Arizona drivers' 
license supervisor, said he knows of no 
lists which were given out from that de- 
partment, but that drivers' licenses are a 
matter of publicVecord. Anyone may ob- 
tain names for SI a piece. 

A spokesperson for the state insurance 
department said she knew of no lists 
which were given out on policyholders, 
but that a decision to do so would be up 
to the individual insurance company. 
Pete Hoke, publisher of "Direct Mar- 
keting" said there are some national in- 
surance companies that do rent their lists 
to non-competitors, to people, for 
example, who offer books by mail. But 
insurance companies, themselves, rent a 
lot of lists to make mailings in search of 
leads for their salesmen. In these days of 
high costs, it makes sense to qualify a 
consumer's interest by mail before 
making an expensive, cold call. So they'll 
rent a list of people who qualify in the 
salesman's area. Or run an ad in a local 
paper to do the same thing. 

Dr. Sid Borcher, associate in research 
and planning in the state education de- 
partment, said, "No school in its right 
mind would give out mailing lists on its 
students. But of course, I really don't 
have the foggiest notion whether they do 
or don't. I've been told that there are 
many other ways to deliver advertising to 
students. Most information about com- 
panies dealing with schools, such as 
photography studies, goes to the home of 
the student. The mail to school is usually 
the result of a student responding to a 
newspaper ad, TV commercial or piece 
of direct mail. Students these days have 
lots of money, and spend it far a wide va- 
riety of things. So they represent a good 
market for department stores, record and 
book clubs, local haberdashery, on and 
on." 

Eve Kessler at the Phoenix direct mail 
house. Mailings Inc., said it was ditticuK 
to state a fixed price for a list because 

lists vary in size. Like newspaper and 
magazine advertising salesmen do. we 
quote a rate per thousand for names. 
While a newspapwr may charge S5 per 
thousand subscribers to run a full page, 
or S30/m to insert a free-standing stuffer 
(direct mail piece) in the newspaper, the 
advertiser pays roughly S30-S35 per 
thousand for the list alone in direct mail 
to "outside" lists. Then he must pay to 
print his mailing piece, for envelopes, for 
order cards, for copy, for mailing service 
plus S63/M for postage alone. So direct 
mail isn"t exactly inexpensive. 

Thus the pressure on the advertiser is 
to mail his offer to only those people he's 
pretty sure will be interested. Otherwise 
it won't work. The money will be wasted. 
The cost of sales will exceed income and 
he'll soon be out of business and his fine 
employees along with him. 

•" Kessler said, "We donot sctoally selfa 
list but rent it for a one time use." Just 
like when you run an ad. You run it once 
for the cost of the space (or the right to 
reach the newspaper's readers once). 
"And for any list we maintain, if 
someone asks to be taken otT a list, we 
have a rule, as most companies do, that 
the name must come off. That's 
something a newspaper can't do should a 
subscriber not want the advertising in his 
paper. 

" But of course," said Kessler, "we're 
more of a service bureau for businesses 
who use direct mail. If they don't have 
the help within their business, then they 
call us in. There's so much to assemble. 
We must be sure that the mail is properly 
prepared for the U.S. Postal Service. 
That's why a commercial direct mail 
shop exists. Literature from many large 
agencies, such as Arizona Health Service 
or Arizona Education Department, are 
often prepared by direct mail houses, 
Kessler said, as are most campaign 
brochures and sample ballots. These are 
usually addressed to lis:s bearing the ad- 
dress only, usually maintained by a local 
lettershop. Would be too costly for a 
politician to maintain such a list, with all 
the thousands of changes, when he can 
rent it when he needs it for SIO/M. A 
great sers'ice to the voting public. 

George Drum, general manager of 
Drum Letter Writing Service, said that 
his firm is not in the business of rentintt 
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lists as such. That's a highly specialized 
vocation, today, needing highly sophisti- 
cated computert which can select the 
right segments of lists depending upon 
the information in them. 

•'We have certain customers for which 
we do mailings from their own lists of 
customers or prospects, or in some cases 
we can rent mail order lists from brokers. 
or acquire a standard list from a com- 
piler-specialist. " The price of a list, 
which is but a small part of the total cost 
of a mailing, would depend on how dif- 
ficult it is to compile or maintain, or 
whether it is a highly refined list or 
simply  an easily  compiled list.   For 
instance, it's easy to get a list of doctors 
from the Yellow Pages, but it is more dif- 
ficult to qualify for use of the doctor's list 
maintained by  the  American  Medical 
Association, or from a medical journal 
whose list is available for specialized 
mailings. And the AMA list is expensive, 
because of the expense of maintaining in- 
formation about the doctor's specialty 
and interests, updated regularly so that 
certain doctors are selected for only 
certain offers. Quite scientific. We can 
obtain a list of heads of corporations with 
over SI million in sales, by contacting 
Dun & Bradstreet. or referring to any 
number of other directories containing 
the same information, or renting the list 
frdm another business who maintains 
such a list. It is easier to maintain a list of 
names of companies rather than indi- 
viduals because people move so often. 
The national move rate is about 25% a 
year. But when all is said and done, said 
Drum, list charges run about $35/M 
pieces of mail, plus much, much more for 
the  mailing  materials and  mailing 
preparation. There are about 3,000 sudi 
lettershops in the United Sutes who 
serve as service bureaus for businesses 
who'd rather not do it themselves vs 1700 
daily newspapers who deliver advertising 
in and with their newspapers. 

If you are interested in lists and 
markets, you should go to the library and 
look at the directories published by Stan- 
dard Rate & Dau Service. They have a 
huge book for just newspapers, another 
one for general magazines, business 
papers and one for mailinx list owners of 

all kinds induding publishers. Each car- 
ries listings of circulations and lisu in 
some detail, showing demographic in- 
formation, what kind of people you can 
reach by advertising in publications, 
average income, home ownership. 

Matter of fact many publications 
permit their advertisers to send direct 
mail to their subscriber lists. The Los 
Angeles Times maintains a mailing list of 
all Los Angeles homes, some 3 million 
names on :omputer. The file is marked 
to indicate which names are home-de- 
livered subscribers to the LA Times. For 
the local retailer. The Times can provide 
newspaper circulation for the retailer's 
catalog to some 900,000 homes, and mail 
circulation through the U.S. Postal 
Service or hand-delivery outfits, to reach 
non-subscribers to the LA Times. Quite 
sophisticated. And very efficient in 
eliminating wasted advertising shots. 

Lists of names, of customers, of pros- 
pects, of former customers, is a universal 
phenominon, as common to business as is 
your Christmas card list at home, or the 
membership list of your church. If you 
wonder about direct mail at times, you 
may find the following of interst, writ- 
ten by Mr. John D. Yeck of Dayton, 
Ohio, who runs a specialized direct mail 
agency there: 
Girls need boys. 

Oh. girls may complain that boys pester them 
from time to time and they really might not 
like this one or that one. but take all the boys 
away and they won't like it. Of course, there 
are some unusual girls who don't like any 
boys, but they're rare. 

Buyers need sellers. 

Oh. buyers may complain that sellers pester 
them from time to time, and they really might 
not like this seller or that seller, but take all 
the sellers away, and most buyers would be in 
deep trouble - they wouldn't like it. 

What do buyers really want? They're just like 
girls. They want to hear from all the sellers 
they like, and from as few as possible of the 
sellers they don't like. 

That's exactly what sophisticated, com- 
puterized mailing lists try to do for buyers. 
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The whole idea or specialized lists is to reduce 
the amount of wasted mail. ..mail to people not 
likely to be interested in it. Mailers don't want 
even one uninterested person to receive their 
mail, any more than people want even one 
piece of mail they don't care about. 

Obviously, it costs less to mail to a small list 
with a high concentration of people who are 
likely to buy than it does to contact everyone. 
That means the cost of distribution is lower. 
Lower cosu don't always mean lower prices, 
of course, but there is no other way to keep 
prices down. 

If critics would look at mailings from the 
viewpoint of buytn (people who "vote" in 
favor of specialized mailing lists every day by 
buying special items through the mail) they'd 
quickly see the value of computerized lists. 

Buyers are served best when they learn about 
the products they want by the least expensive 
method. That's the only reason for sophisti- 
cated lists. 

The more specialized the lists you're on, the 
better chance you have to learn about the 
items you want. 

The more specialized lists there are available, 
the leu chance you have of getting mailings 
about things you don't want. 

As long as lists of pregnant ladies exist, fat, 
bald-headed bachelors ate less likely to have 
to look at or listen to ads for bassinettes and 
baby food. 

People who want to eliminate waste and cut 
product costs ought to cheer the "sophisti- 
cated" list users. They have mutual objectives: 
to spread information economically. 

P.S. If you've tried to find any specialized 
items in smaller town department stores 
lately, you'll have more sympathy for the 
buyer's position. Buyers need specialized mail; 
girls need boys. 
And this, by John Yeek which appeared 
in August issue Cf Dirtet Marketing (224 
7th Street, Garden City, New York 

I deplore the developing attacks on com- 
mercial mail as "unsolicited" and, therefore, 
something "bad" that the government should 
stop...as though "soliciting" made something 
"good" for heaven's sake. 

Columbus wrote unsolicited to Isabella: 
Einstein wrote unsolicited to Roosevelt; Paul. 
I Imagine to the Corinthians. So its foolish to 
think of unsolicited messages aj necessarily 
undesirable. But the idea that unsolicited mail 
should be stopped by an edict of the state is 

•not only dumb, it's dangerous, regressive and, 
what's more, would prove extremely 
unpopular. 

A moment's thought will make it char that 
the essence of the "free speech" dauac in the 
First Amendment is not only the freedom to 
speak, but the guarantee that speakers can be 
heard...a protection for the people to know; 
for a guaranteed freedom to speak only to 
empty halls is an empty freedom. 

The beneficiaries of free speech are only in- 
cidentally the speakers, who thus fed "free." 
The greatest beneficiaries are those who be- 
come possessors of the inteiiectual, political, 
religious, commercial or other ideas whidi are 
set loose. With the help of the First 
Amendment (and for that matter, tbs Decla- 
ration of Independence), the People are free, 
without "guidance" from the State to accept 
or reject such loosed ideas and information at 
their option. The founding Fathers were intent 
on the people hearing, as well as speaking 
freely. 

To deny ideas because they were unsolicited 
would have kept the world~flat, and when 
unsolicited thoughts or information, in any 
form, are barred from Society became its 
members do not previously desire them. So- 
ciety suffers most. The First Ameodownt 
protects the People from a State that wovld 
stop or control the flow of informatiaa far 
more than it protects a Speaker. 

Blocking the flow of unsolicited commercial 
information through the mail woukt prove 
unpoputar. as well as regressive. 

The result of a recent survey to bustaamaea 
seems to indicate ::his. When faced with the 
opportunity to accept or reject "unsolicited 
mail" from unknown advertisers, on a 
concrete rather than abstract basis, they vrted 
9 to I for. This survey was made for practical 
reasons...to evaluate the list, which is another 
way of saying "to test computer-selected 
mailing lists' ability to reduce the amount of 
truly unwanted mail." 

Shoukj the opinions of less than 1/2 of 1% 
(or even 10%) of the public keep unsolicited 
mail from those who either want it or are 
willing to accept or reject it themselves? 

An interesting question, but one which paia 
before the greater one: Should any percentage 
of an audience, no matter how great, so con- 
trol the flow of unsolicited information that 
others, no matter how small, are denied the 
opportunity to hear? 

This is not a minor question. Power cor- 
rupts. Absolute power corrupts absolutely, 
and the power of the State to prevent or con- 
trol the transfer of information—intellectual, 
political, religious, commercial, or any 
other...is a power rejected by the First 
Amendment. 
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[The nine questions and answers which follow were received by the 
subcommittee for the record from representatives of the Reader's 
Digest, subsequent to their appearance:J 

Question 1. You mention that mail service is neitlier better nor worse than ten 
years ago. Yet our complaints have increased astronomically since the passage of 
the Postal Reorganization Act. Can you explain this? 

Answer. My testimony as to the overall level of mail service today, com- 
pared to that of ten years ago, speaks to the general level of service, not to cer- 
tain peaks and troughs. If, for example, the average delivery time for a letter 
between two points ten years ago wa.s three days, it may be that there was great 
consistency to that standard ten years ago for a variety of reasons, including a 
rather reliable railway transit service. It could very well be possible that the 
average is still three days for delivery between these two points, but that aver- 
age would be achieved by a substantial amount of the mail taking less time, for 
example, two days, and some mail taking perhaps five days. The average delivery 
time would still be three days, but there would be si)ecific instances where postal 
customers would be extremely disturbed that a particular letter that they were 
waiting for now took five days to reach the destination. 

If complaints to TISPS have increased since the pa.ssage of the Postal Reorga- 
nization Act, It may be because the well-publicized new office of the Consumer 
Advocate attracts them, or it may be that the present methods of rejiorting 
these complaints are not comparable to the methods previously used. 

Question 2. Is your data precise enough to pinpoint areas of the country which 
have unusually poor mail service? If so, can you indicate these areas? 

Answer. Our data is generally broken down by state, and it shows variations 
in normal transit times from the iwints of mailing to each state. 

Question 3. You indicate tliat from 1968 to 1973, Postal Service wages and 
benefits increased at only a slightly greater rate than those of United Parcel. Yet 
United Parcel has been quite successful while the Postal Service seems to fall 
increasingly in debt. Is this solely because labor costs are a lower i)ercentage of 
United Parcel's operating expenses, or are there reasons other than rising labor 
costs for the Postal Service deficit? 

Answer. I do not know enough about the operations of the United Parcel Serv- 
ice to answer this question. Perhaps this is a subject which the Committee staff 
might wish to study. 

Question 4. You show a significant jump in wages and benefits for the Postal 
Service in 1974 and 1975. Do comparable figures exist for United Parcel? 

Answer. No such figures are available to me. 
Question 5. Can you compare median income for postal employees to the na- 

tional median income in 1967 and 1974? 
Answer. I am informed that the 1974 data for Median Income U.S. House- 

holds is not yet available. Here is a comparison of the years 1968 and 1973 using 
data appearing in Exhibits D and E of my testimony ; 

1968 1973 

Median income U.S. households (source: U.S. Department of Commerce, Bureau of Census 
P-60 series)   $7,746 $10,512 

USPS salaries and benefits per man-year (source: USPS annual reports)   7,687 12,194 

Question 6. You say that the Postal Service is a better place to work for now 
than ever. Yet we have seen what appears to be a steady decline in morale, 
allegations of increa>,ed absenteeism and poor local labor-management relations 
in some areas. Why should morale appear to plummet If the Postal Service is a 
better employer? 

Answer. From the information I have and ba.sed on conversations I have had 
with postal personnel, it does appear to be true that there has been some decline 
in morale aiid an Increasingly frayed relationship between labor and manage- 
ment. It seems to me that the appearance of a frayed relationship between labor 
and management is quite xuiderstandable In view of their new face-to-face rela- 
tionship with each other across the bargaining table, now that postal wages are 
no longer set by Congress. 
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Question 7. You suggest that the subsidy be tied to a specific purpose e.g., 
delivery. If we moved in this direction, how could we stop the Postal Service 
from simply adding a similar sum to other functions and thus continue the 
spiraling of costs which cause higher po.stal rates. In other words, how can Con- 
gress really have adequate oversiglit witliout annual authorizations? 

Answer. It must be realized that wlien postal reorganization was pas.siHl, a 
fundamental tenet of reorganization was that the Congress was no longer going 
to dictate to the Postal Service how it would spend its revenues and how much of 
its revenues it could spend. The Congress has given up that power. Unless the 
Congress is willing to resume full control over all spending by the Postal Service, 
there i.s no practical way that the Congress can control postal expenditures sim- 
ply through the device of controlling a small part of the expenditure which the 
Congress itself appropriates, as distinguished from the revenues raised through 
the sale of postage. On the other hand, Congress can clearly have adequate over- 
sight through vigorous investigations and hearings such as this sub-committee 
itself is undertaking; the Congress clearly did not give up Its oversight autliority 
and its investigative authority over the Postal Service. It merely gave up the 
final power to tell the Postal Service how it was to spend its revenues. 

It is a fallacy to believe that tlie Congress can control postal expenditures 
througli an annual authorization process. It can, of course, control the manner 
in which the funds that are appropriated by Congress are expended ; however, 
at present the Congress appropriates less than ten percent of the Postal Service's 
expenditures, and both under Congressman Hanley's proposal and under the 
proposal we have made, the Congress would onl.v appropriate twenty i>ercent. 
Clearly, imder either meclianism, the Congress could not control how the Postal 
Service spent the other 80 percent of its expenditures. And it Is not necessary to 
have annual authorizations in order to control the manner in which appropriated 
monies are spent. For example, under our proposal, Congress would have decreed 
in advance that the monies It appropriates can be spent only for the performance 
of the delivery function of mail. 

Question 8. You suggest that costs attributed to various classes of mail be based 
on whether or not any costs could have been avoided if services for the cla.ss 
were not performed at all for two years. Wouldn't this lead to a fairly significant 
increase in attributable costs? 

Answer. In my judgment the application of such a standard for determining 
when a cost is attributable would not lead to any significant increase in what the 
Postal Service describes presently as attributable costs. It must be borne in 
mind that the current Postal Service definition of an attributable cost is one 
which varies directly with volume in the short term, meaning from year to year. 
Our proposed standard would simply state that a cost is attributable to a par- 
ticular class of mail if two years after the total discontinuance of servicing 
such mail, the costs have been completely avoided. I believe the application of 
such a standard might, in fact, cause a reduction in attributable costs, for the 
simple reason that there are a number of costs which the Postal Service presently 
attributes to particular classes of mail which would clearly remain as system 
costs two years after the elimination of that particular service. For example, in 
my judgment, the elimination of third class bulk mail as a service would not 
materially reduce the clerk and mail handler in office costs presently incurred 
by the Postal Service over the next two years. Since bulk third class mail is 
handled primarily in the down time or off-peak times when the postal labor force 
is already on the clock, it would seem that very few of those employees could bo 
surplused and still have the capacity in the Postal Service to handle all of the 
remaining classes of mail. On the other hand, there may be certain cost compon- 
ents which the Postal Service presently characterizes as nonattributable which, 
""on analysis, and the application of our standard, would lead to a conclusion 
that they are attributable. But by and large, I believe that the application of 
our standard would not produce any significant increase in the total amount of 
attributable costs. 

Question 9. Would you comment on proposals to limit postal rate increases to 
percentage increases in the consumer price index? 

Answer. Given the postal rate increases which we have experienced in the 
last four years, compared to the increases in the Consumer Price Index, quite 
obviously from a selfish point of view the Reader's Digest would have much 
preferred to have .seen postal rate increases limited to the increase in the 
Consumer Price Index. However, it is only fair to point out that the Consumer 
Price Index Is a composite listing which would, on analysis, show that certain 
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products or services had Increased by substantially larger amounts than the 
composite index and, conversely, other services and products had increased by a 
lesser amount. Quite obviously, unless Congress were also to limit postal wage 
increases (which constitute 85 percent of the cost of running the Postal Service) 
to the same standard, a limitation of rate increases to the Consumer Price Index 
increase would produce a shortfall of revenue. On the other hand, of course, if 
Congress is ready and willing to make up the deficiency in the revenue shortfall, 
well and good. What I do believe is significant, however, is that the postal 
customer, and the Rate Commission, are certainly prompted to examine very 
closely the whys and the wherefores when postal rates do increase at a rate 
faster than the Consumer Price Index. 
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